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A DIFFICULTY WITH AMERICAN CENSUS- 
TAKING. 


Thesis.— Statistical statements of absolute amount or of 
rate, based upon records not made until the end of the 
period to which the statements apply, are likely to be only 
a minimum limit of the truth, and to depart from the truth 
by a variable, and usually an indeterminate, amount. 


Governmental work in statistics is not unlike the keep- 
ing of accounts by a private firm or corporation. Private 
accounting falls into two main branches: first, the regular 
book-keeping, which records the flow of goods, money, or 
obligations between the company and those with whom it 
deals ; and, secondly, the periodic taking of stock, which por- 
trays the condition of the business at a single instant. To 
keep hold on the details of a business, both sources of in- 
formation must be employed, each being a supplement and 
a check to the other. Soa highly organized government 
maintains registration reports, which record the current of 
people, products, or acts deemed worthy of entry, and 
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census reports, which aim to photograph the condition of 
a people for an instant, then leaving it till the next sitting 
is ordered.* Each of these two sources of information is 
needful; neither is a satisfactory substitute for the other ; 
and the best results are secured only when the two work 
together, like the right and left hands. Yet some countries, 
such as Russia until 1897 and Japan and Roumania to this 
day, have only registration records, but no census; and 
the United States, whose census is in some respects more 
highly developed and far-reaching than that of any other 
civilized country, has scanty and imperfect registration 
records. 

The lack of a national registration system in the United 
States, while under our form of government perhaps an 
inevitable result of the relegation of care for the health, and 
of legislation regarding marriage and the family, to State 
or local control, has resulted in efforts to secure by means 
of our national census the sort of information for which 
registration is peculiarly adapted. These efforts have met 
with imperfect success. A review of the results in several 
fields will be the most effective means of elucidating the 
difficulty with which this article is concerned. 


Death-rate.-— The method which the Census Office has 
been compelled to follow in approximating the total num- 
ber of deaths in the country during the census year — that 
is, the twelve months preceding the date of the census — 
has been to instruct the enumerators, in making their 
rounds, to ask at every dwelling visited, “ Has any death 
occurred in this family during the census year?” The 
outcome of this method has been unsatisfactory. The num- 
ber of deaths obtained has fallen so far below the number 
which occurred in the country as to make the results of 


*The difference resembles that drawn in political economy between in- 
come as a flow and capital asa fund. In a census, as with capital, abstraction 
is made of the element of time; while in registration, as with income, time is 
of the essence of the notion. 




















A DIFFICULTY WITH CENSUS-TAKING 461 
little scientific value. Even during the last month of the 
census year — that is, the first month preceding the census 
day — the omissions were probably from 5 to 10 per cent. of 
the total; and with the lengthening of the period between 
the event and its recording by the enumerator, the propor- 
tion of omission increases, and for the second month of the 
census year was probably about 40 per cent.* The Cen- 
sus Office has been uniformly frank in admitting the 
shortcomings of its mortality returns, as is indicated by 
the following quotations : — 


“The tables of the census which undertake to give the total num- 
ber of births, marriages, and deaths in the year preceding the first of 
June, 1850, can be said to have but very little value.... People will 
not or cannot remember and report to the census-taker the number 
of such events, and the particulars of them, which have happened in 
the period of a whole year to eighteen months prior to the time of 
his calling.” t 

“ Neither in 1850 nor in 1860 was the entire mortality of any State 
ascertained and reported, nor was even such an approximation ob- 
tained as will permit any reliable calculation to be made of the rate 
of mortality.” t 


“ At no one of the three censuses taken under the Act of March 23, 
1850, has the aggregate number of deaths returned by the assistant 
marshals risen above two-thirds of the number of deaths probably 
occurring during the year of enumeration.’’ § 


“The results of each of the four censuses in which an attempt has 
been made to ascertain the number of persons who died in the United 
States during the preceding year have shown that the enumerators 
did not obtain and record more than 60 to 70 per cent. of the actual 
number of deaths.” || 


“The death-rate based upon the enumerators’ returns, 10.86, ... 
cannot be considered as representing the true death-rate in the area 
covered thereby. It is only presented as indicating the serious defi- 
ciency in the enumerators’ returns.” {| 


* Tenth Census, 1880, vol. xi. p. xlii, table 18. 

t Seventh Census, 1850, p. xxxix. 

t Eighth Census, 1860, Mortality and Miscellaneous Statistics, p. xxv. 
§ Ninth Census, 1870, Vita! Statistics, p. ix. 

|| Tenth Census, 1880, vol. xi. p. xi. 

{ Eleventh Census, 1890, Abstract, p. 264. 
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The returns of deaths by enumerators for the Twelfth 
Census will be more full and complete than before, be- 
cause each enumerator, except those on per diem pay, will 
receive five cents for each death reported, while in 1890 
he received but two cents. This additional pay may 
also evoke a certain number of fraudulent returns, some 
of which may escape the scrutiny and tests of the central 
office. Whether they exist and make a perceptible pro- 
portion of the total number cannot be decided in advance, 
if at all. 

The returns of deaths used in previous American censuses 
have been obtained from three sources,— the memories of 
the persons replying, the records of physicians with whom 
correspondence has been conducted, and the records of 
States and cities having registration records. These may 
be grouped as memory, private records, and public records, 
and are progressively more trustworthy in the order given. 
The death-rates derived from enumerators’ returns are so 
inaccurate that it is doubtful whether they will be com- 
puted for the Twelfth Census. In this department of 
census work, therefore, the thesis stated at the beginning 
of the article is admitted by all competent students. 

Birth-rate—— Effort to ascertain the birth-rate through 
the census might be made in the same way that the death- 
rate is sought; i¢., by asking at every dwelling, “ Has 
apy birth occurred in this family during the census year?” 
But the method actually followed is to enumerate all the 
children under one year. It is assumed that they were all 
born in this country, and to these are added all children 
who were reported as having been born and having died 
both within the census year. The result is an approxima- 
tion to the total births during the census year. It will be 
noticed that only the second of these two steps is open to 
the objection implied in my thesis. That this way of 
reaching a conclusion regarding the birth-rate of the 
United States leads to doubtful results is sufficiently 
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shown by the fact that perhaps the two highest authori- 
ties in this field have reached opposite conclusions on the 
vital question whether the birth-rate in the United States 
decreased between 1880 and 1890.* As the arguments 
which have been employed by these experts will illustrate 
the difficulty inherent in our census methods, they de- 
serve examination in some detail. 

Dr. Billings called attention to the decreased ratios of 
children under one and under five to the total population 
and, in the cases available when the article was written, 
the decreased ratios to the women between fifteen and fifty. 
This might be due either to greater omissions in the count- 
ing of children in 1890 or to a decline in the birth-rate. 
The former explanation, except for the Southern negroes, 
was rejected by Dr. Billings, and the latter accepted. 

Mr. King made a careful and thorough comparison be- 
tween the census figures for Massachusetts in 1890 and 
the results of registration in that State during the preced- 
ing five years, assumed that the registration records were 
more accurate than the census figures,} and concluded that 
probably 25 per cent. of the children under one and over 

*“*Tt appears to me that we are justified in concluding that the birth-rate 
has really diminished in the United States.” J. S. Billings, ‘‘ The Diminish- 
ing Birth-rate in the United States,’’ Forum, June, 1893. ‘“‘The conclu- 
sions indicate that with a correct enumeration the seeming decrease in the 


birth-rate would disappear.”’ W. A. King, ‘‘ The Decrease in the Proportion 
of Children,’’ Political Science Quarterly, December, 1897, p. 620. 


t This assumption — namely, ‘‘ The registration data with which the census 
figures are compared must be admitted to be more accurate than any enumera- 
tion of the population can be made under the present system ”’ (/oc. cit.) —seems 
to be open to discussion. Registration in England and Wales is probably quite 
as accurate as in Massachusetts, but in that country the contrary assumption is 
made ; and, in constructing the Graduated Table of estimated population at 
each year of age, the registration returns are corrected into harmony with the 
census figures. From the office of the Registrar-general in London, I am in- 
formed, ‘‘ there is no reason to suppose that any appreciable number either of 
children under five years of age or of persons of other ages escape enumeration 
at the English Census.” In the text of the English Census, however, it is 
estimated that rather less than 2 per. cent. of the children under five are 
erroneously reported as over five. Census of England and Wales, 1891, General 
Report, pp. 28, 105. 
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15 per cent. of the children under five, escaped enumera- 
tion at the Eleventh Census. From a similar line of argu- 
ment he concluded that probably 5 per cent. of the chil- 
dren under one, and nearly 8 per cent. of the children 
under five, escaped enumeration at the Tenth Census. 
Such a chain of reasoning, if accepted, would probably 
weigh with almost equal force against the various State 
censuses, which in Massachusetts and Rhode Island are at 
least as accurate as the Federal Census; and the position 
would ultimately become this,—that any census is less 
accurate than registration. 

It is not unlikely that the differences between those 
two: experts may be reconciled and the truth of an inter- 
mediate position established by noticing that the form of 
the age question in 1880 was “age at last birthday,” but 
in 1890 it was “age at nearest birthday.” In both years 
the ages of all children under one were to be reported 
in months. If these questions were answered as asked, 
the persons reported as under five in 1890 were only 
those who were under four years and six months. This 
cannot be assumed to be true, but the hypothesis that 
an appreciable number answered the question according 
to its terms deserves to be tested. Under the instruc- 
tions issued, the persons one year old in 1890 included 
only those between twelve and eighteen months, while 
in 1880 it included those between twelve and twenty- 
four months. A sharp decrease in the proportion of 
children reported as one year of age, between 1880 and 
1890, would therefore be evidence that in many cases 
the question was answered as asked. Of all the children 
under five at any date, probably rather over one-fifth 
are between one and two years of age, since an early 
year in any age group has a somewhat larger number 
than a later year. But in the early years of life there 
is a tendency to report children older than they are.* 


*Farr, Vital Statistics, p. 206; Census of England and Wales, 1891, General 
Report, p. 27. 
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Children under twelve months are often reported as 
one year old, because they are in their first year; and 
children between twelve and twenty-four months as two, 
because in their second year. This source of error results 
in the number of persons reported as under twelve 
months and the number reported as between twelve 
and twenty-four months being less than the truth. 
Thus in 1880 only 21 per cent. of the children 
under five were reported as under one year of age, 
and only 18 per cent. as one, while the true per- 
centage for under one was over 22, and for one was 
over 20.* In 1890, therefore, one might assume that, 
had the question been unchanged, the ratio of children re- 
ported as one year of age to the total under five would 
have been about 18 per cent. But the instructions 
issued to enumerators in 1890 were far more specific and 
emphatic than they had been previously in requiring the 
age to be returned accurately; and, as a whole, the age 
returns in 1890 are much more correct than in 1880.} 
Hence, if no new source of error had entered in 1890, we 
may assume that the ratio of children returned as one 
year of age to the total under five would have been per- 
haps 184 or 19 per cent.{ In fact, as shown by a pre- 
ceding foot-note, it was 14 per cent.; and this sharp 
decrease from the percentage in 1880 is probably an 
evidence and a measure of the influence that the changed 

* The following table gives the distribution of the children under five to 
the single years, as shown in English Life Table No. 3, and as reported in the 


American censuses of 1880 and 1890 : — 
Per cent. of total children under five at each 





year of age by 
“English Iafe U.S. Census _—*U«S. Census 

Age Table No. 8. of 1880. of 1890. 
eee bs we 4 ee 6 22.55 20. 20.52 
WS «cc ee, ss 20.44 18.18 14.11 
MS 6 as ss 19.52 20. 22:66 
Ss 5h: 0 18.94 19.98 21.87 
WU fas as « 18.55 20.26 21.34 
I ns. G5 "00.00 100.00 100.00 


+ Publications American Statistical Association, vol. v. p. 133. 
t By the English Census of 1841 it was 20.4 per cent, 
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form of the age question exercised upon the enumerators’ 
returns. Confirmation of the hypothesis is derived from 
the fact that the decrease between 1880 and 1890 in the 
proportion of persons reported as one year of age was 
more marked in the Northern States than in the Southern. 
Various bits of evidence, external and internal, warrant 
the conclusion that the census was taken more accurately 
in the North than in the South; and the change in the 
form of the age question would, therefore, be more regarded 
by enumerators and the public in the North. Further- 
more, the difference, here ascribed to the change in the 
form of...ne age question, was slightly greater among 
tue Southern whites than among the Southern negroes. 
This tends to confirm the explanation here suggested, 
and indicates further that the change in the form of the 
age question affected not merely the enumerators, but also 
the public. It seems, therefore, impossible, on the one 
hand, to accept Mr. King’s contention that the decrease in 
the birth-rate between 1880 and 1890 was merely apparent, 
and not real, and, on the other hand, to accept the con- 
clusion of Dr. Billings that the decrease in the birth-rate 
in the United States was greater than in any of the eleven 
countries in western Europe, with which comparison is 
made. There was probably a sharp and almost universal 
decrease in the birth-rate between 1880 and 1890,—a de- 
crease which affected especially the negroes, and to a 
somewhat less degree the Southern whites; but the actual 
amount of this decrease was less than the apparent amount 
owing to the change in the form of the age question, and 
it is impossible now to determine what proportion of the 
decrease was actual and what proportion was merely 
apparent. 

But in any case this method of computing the birth- 
rate is open to serious error, because of the certainty that 
many children born and dying within the census year 
escape enumeration, and also because of the tendency to 
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report the ages of children as greater than they are. The 
latter tendency to error may be reduced to a minimum 
by carefully smoothing the curve of reported ages before 
beginning any computation; but the former cannot be 
successfully eliminated. 

Marriage-rate-— The census enumerator has asked at 
the last two censuses, and with slightly changed language 
will ask at the present census, whether the person, if mar- 
ried, was married during the census year. I believe the 
answers to this question have never been tabulated and 
published ; but, in the light of the difficulties which have 
been met in determining the death-rate from answers to a 
similar question, it may well be doubted whether the 
figures could ever be used as a basis for ascertaining the 
marriage-rate of the country, or of any part of it. 

The precise question asked at the Twelfth Census 
will be, number of years married. To compute the 
marriage-rate from the answers would be like computing 
the birth-rate from the answers to the question, age at 
last birthday, or number of years lived ; and the objections 
implied in my thesis clearly hold against any such method, 
because it ignores all cases in which the marriage had 
begun and had ended by death or otherwise within the 
census year, and hence could give only a minimum limit 
to the true marriage-rate. 

Divorce-rate—— All persons are asked at each census to 
report their marital condition on the census day as either 
single, married, widowed, or divorced. Many persons 
who are divorced will not admit it to the enumerator. 
Many who answer regarding other persons in the census 
family * are ignorant of their real marital condition. 
Yet, even if all divorced persons were returned as such, 
the figures would afford almost no basis for an inference 
regarding the divorce-rate for the year preceding, and, I 


* This includes a boarding-house, hotel, or institution, as well as a family 
in its ordinary sense. 
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believe, have never been used for that purpose. The pro- 
portion of divorced persons in the community on any 
single day might remain decade after decade the same; 
and yet, in case remarriage after divorce were to become 
more general, the divorce-rate might be rapidly increas- 
ing. On the whole, the census returns of divorced per- 
sons are of little value. 

An attempt has been made by the Department of Labor 
under orders of Congress to reach the divorce-rate of the 
United States by compiling the judicial returns of divorce 
decrees.* These recorded decrees belong to the class of 
registration records, and in several of the States are pub- 
lished in the State registration reports. The attempt 
of the Federal government, therefore, being based upon 
contemporary written records, was far more significant and 
valuable than the work of the census. But minor errors 
were inevitable because of the fact that the inquiry ex- 
tended over the judicial records of each county for the 
preceding twenty years. During that time the divorce 
records in ninety-eight counties had been injured or de- 
stroyed, and this cause of error made the apparent increase 
of the divorce-rate perhaps 2 per cent. greater than the 
actual increase. Probably also court records came to be 
kept somewhat more carefully, and there was less chance 
for a divorce decree to escape record at the end than at the 
beginning of the period. 

Crime-rate.—In seeking information about matters 
often or usually entailing social disapproval, of which 
divorce and crime are examples, it is inexpedient to ask 
of each family whether any divorce has been decreed to, 
or any crime committed by, a member of the family dur- 
ing the census year. In the case of crime, therefore, a 
substitute for asking the question of each family has been 
sought in gathering the statistics of persons in prison on 
the census day. 

* Report on Marriage and Divorce in the United States, 1867 to 1886. 
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The word “crime” is so vague, and its definition varies 
so with place and period, that it would be more exact to 
break it up into various species, and speak of a murder- 
rate, a forgery-rate, and the like. But one may grant 
that, for short periods of time and in the same region, 
the generic word “crime” usually covers about the same 
species of crimes in about the same proportions. One 
may perhaps grant, also, that the ratio of crime detected 
and punished by imprisonment to the number of crimes 
committed does not vary widely or suddenly. Neverthe- 
less, the method of computing the crime-rate from the 
number of persons reported as in prison on the census 
day is almost as unsatisfactory as would be the method of 
computing the immigration-rate from the number of 
persons born abroad and reported in the country on the 
census day. The main difference between the two cases 
is that the country has no registration of crimes detected 
and punished, no judicial statistics; but it has registration 
records of immigration, which, even in their imperfect con- 
dition, are so much better for the purpose than the census 
figures that the latter have not been utilized as a basis for 
computing au immigration-rate. The leading experts in 
the country to-day admit the impossibility of determining 
from census figures even the most vital question in this 
field, Is crime in the United States increasing or decreas- 
ing?* In the whole field of population statistics, there- 
fore, the careful and intelligent efforts of officials and 
private students to wring, from figures recorded for the 
first time in the census, information about rates for which 
such figures are not adapted, have ended in substantial 
failure. 


Industrial statistics.— In this field the difficulty is prob- 
ably not so weighty, and certainly has not been so clearly 
recognized. Yet I believe it to exist, and to be important 


*See R. P. Falkner, ‘“‘ Crime and the Census,” in Annals of the American 
Academy of Political and Social Science, January, 1897. 
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enough to deserve careful consideration. The inquiries 
on the industrial schedules of the census relate partly to a 
certain day, either the census day or the last day of the 
business year reported, and partly to the last crop year or 
business year. Only to questions of the latter class could 
the difficulties suggested in my thesis apply. But, still 
further, the manufacturing schedule for the Twelfth Cen- 
sus contains the instruction, “ Amounts and values must 
be obtained from book accounts, if such accounts are avail- 
able”; and the agricultural schedule declares, “In the 
absence of book accounts, careful estimates must be given.” 
These book accounts, containing entries made shortly 
after the occurrences which they record, are of the nature 
of private registration reports. So far as the manufactur- 
ing or agricultural returns are derived from such sources, 
they are entitled to somewhat the same confidence as the 
death records of the census copied from State or municipal 
registers. 

Decade by decade a larger proportion of the business 
industries of the country reported in the manufacturing 
returns probably can and do answer the questions on the 
schedule from book accounts. Such returns in becoming 
more accurate tend to become more complete, for errors of 
memory are likely to be errors on the side of omission. 
Hence, entirely aside from any improvement in the effi- 
ciency of the census work, the tendency of such changes in 
book-keeping would be to exaggerate the rate of growth 
in the manufacturing industry of the country. 

It seems impossible to say, otherwise than as a result of 
personal observation and judgment, whether book-keeping 
among farmers is extending decade by decade, and there- 
fore whether the answers on the agricultural schedules 
are more generally derived from book accounts. The best 
expert opinion available, however, is that such a change is 
in progress, but with much slowness. Not a little under- 
statement of the agricultural returns of the country, fre- 
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quently charged against the census figures, assuming such 
understatement to exist, may plausibly be assigned to 
errors of omission in the returns based upon memory 
alone. 


If the thesis with which this paper opens be deemed 
established, the question is inevitable, What of it? How 
may the present conditions be improved ? 

In the field of population statistics, with which we have 
been especially concerned, a suggestion has been made for 
turning the census officials in selected localities into regis- 
tration officials, whose duty it should be to record all 
deaths in their districts during the census year. This 
method seems to me open to grave constitutional and ad- 
ministrative objections and to be, therefore, inadmissible.* 
A census office in the United States, under our Federal 
system, cannot be made into a registration office, author- 
ized to record births, marriages, and deaths within the 
limit of the States, without doing violence to our system 
of government or being so powerless as to accomplish 
little or nothing. If one desired a national registration 
system, the way to it through a Constitutional amend- 
ment is perhaps available; but I do not believe it can be 
secured in any other way. 

If that method seems hopeless, the gradual extension of 
state and municipal registration may be regarded as a 
solution. To one familiar with the little value and slow 
growth of these systems in much of the country, this solu- 
tion also seems remote and improbable. 

The only other alternative open is for the United 
States government to build up a system of voluntary and 
continuous co-operation between the local registration 

* The student interested in the discussion of the subject is referred to the 
following articles: by Dr. C. L. Wilbur, ‘‘ Outlook for a General System of 
Registration,” in American Public Health Association, Reports and Papers, vol. 


xxi. p. 231 (1896) ; ‘* Vital Statistics for the Twelfth Census,’’ Publications of 
American Statistical Association, vol. v. p. 188; ‘* A Note of Correction,” Publi- 
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offices and itself. This seems to me a possibility which 
may be realized in the near future; but its realization is 
intimately interwoven with the future of the Census 
Office. Until that or some similar office shall become 
permanent, such co-operation is almost impracticable. 
When a permanent census office is demanded merely as 
the best means for taking the decennial census success- 
fully and economically, the plea for such an office is 
weakened by narrowness of view. A census may be taken 
as now by a temporary office; but no census can do the 
work of a registration office, and a census not supple- 
mented by registration loses, at least in the field of popu- 
lation statistics, more than half its scientific value. For, 
aside from the administrative ends subserved by a census 
of population, its main scientific goal is to furnish a broad 
basis for registration. A census which does not blossom 
in registration is almost as sterile as capital which does 
not blossom in income. 

In the schedules for industrial statistics it would cer- 
tainly aid the student to have the question introduced, 
“ Are these figures derived from book accounts?” If it 
were practicable to introduce the question and tabulate 
the answers, a distinction might be drawn in these fields 
of census work, similar to that established in the division 
of Vital Statistics, between the returns based upon con- 
temporary written records and the returns based upon 
the memory of the persons reporting. Such a distinction 
would be of theoretical importance. It might furnish 
some clew to the margin of error to be attributed to the 
industrial figures of each census. It seems not unlikely 
that answers to such a question would enable a line to be 
drawn, at least approximately, between the factory produc- 
cations of American Statistical Association, vol. vi. p. 311 ; ‘*‘ Representative Mor- 
tality Statistics,” in American Public Health Association, Reports and Papers, 
vol, xxv. p. 368. The objections to this plan, which I stated in comment- 
ing upon the writer’s first paper in the Publications of the Statistical Asso- 
—- with equal force, I regret to say, against the later statement 
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tion of the country, properly speaking, and the production 
of the hand-trades in shop work and in household indus- 
tries. While Congress calls for returns of the latter class, 
every competent student knows that it is impossible to 
get them adequately, both because much of the work is 
not localized in any “ establishment,” and also because the 
returns regarding such work must usually be based on 
memory. 

Even if neither of these suggestions proves fruitful, it 
may aid the student to have a difficulty, which seems to 
me fundamental, pointed out and the range of its applica- 
tion determined. 

If the main thesis be granted, the following subordinate 
theses could probably be demonstrated, some of them 
almost as corollaries. 

1. The United States as a whole has no means of decid- 
ing with certainty upon the healthfulness of the country 
at different times or in different parts or the healthfulness 
of different occupations. 

2. Few States and cities have such means; and, on the 
whole, the increase in the number or efficiency of such 
local agencies is slow and slight. 

8. Neither the United States as a whole nor any of 
its parts has the means of deciding with certainty upon 
the rate of natural increase by excess of births in any 
locality or in any class, like the foreign-born, negro, or 
urban population. 

4, There is no sound means of determining the relation 
of the country as a whole or of most of its parts or any of 
its social classes to the institution of marriage, the age 
at which marriage occurs, the proportion of the several 
classes marrying, the duration of the union, and the like. 

5. The country has no regular agency for giving similar 
information about divorce. But, as divorce decrees are 
now a matter of judicial record, the difficulties in this field 
are less than in any other. 
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6. The country has no trustworthy means for ascertain- 
ing whether crime in the United States, or any specific kind 
of crime, such as drunkenness, forgery, or rape, is increas- 
ing or decreasing. 

7. The only feasible means of securing these ends in the 
near future is through a close and continuous co-operation 
between state or municipal registration offices and some 
statistical department of the Federal goverment. 

8. Such a statistical department must be permanent; 
and, therefore, the sine qua non of securing these ends is 
a permanent statistical office at Washington, empowered 


to work towards them. 
WALTER F. WILLCOx. 


Census OFFICE, WASHINGTON. 








THE IRON INDUSTRY IN THE UNITED 
STATES. 


II. 
THE WORKING OF PROTECTION. 


THE argument for protection to young industries has 
been little heard of late years in the protective contro- 
versy. The opponents of protection assail it with ridicule. 
The protectionists themselves are chary of referring to 
the huge enterprises of this generation as needing the 
props of infant endeavor. Fifty or a hundred years ago 
the case was different. Then many industries in the 
United States were obviously in the early stages of de- 
velopment. The established organization of business in 
other countries, and especially in England, their possession 
of unfamiliar machinery and processes, the acquired skill 
of the laborers, made it at least plausible to argue that 
here were formidable obstacles for new competitors; and 
yet obstacles which — given time and some temporary aid 
— were not insurmountable. Accordingly, the argument 
for protection to young industries was loudly and persist- 
ently urged, and ceased to be heard only as the rapid de- 
velopment of manufacturing industries made the word 
“young” less and less applicable to what seemed to be 
the plain facts of the situation. 

And yet the same argument has continued to be pre- 
sented, in terms nominally different, but in substance the 
same. We have not been told that protection should be 
accorded to young industries; but we have been told time 
and again that protection, while it may cause the price of 
an article to rise for a while, eventually leads to a reduc- 
tion in its price. When such assertions are made, the free- 
trader of the uncompromising type asks at once, why 
should the domestic producer need aid if he can put his 
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commodity on the market as cheaply as the foreigner? 
The answer of the protectionist is that aid is needed only 
in the early stages. At the outset, it is said, the domestic 
producer cannot market as cheaply. He has much to 
learn; but the field is promising, and, given time and the 
spur of competition at home, he will in the end accomplish 
the object, and be able to meet the foreigner without fear 
or favor. Evidently, this is our old friend the plea for 
protection to young industries. It is assumed that there 
is apromising field. No deep-seated obstacles stand in the 
way of the successful prosecution of the new industry, and 
difficulties arise merely from lack of experience and ac- 
quired skill. Only if assumptions of this sort be made, 
can it be reasoned that protection is needed, and yet 
that prices will sooner or later be as low as those of the 
imported article. 

These simple and familiar generalities have been set 
forth once more, because they bear on the extraordinary 
development of the iron industry in the United States 
during the last thirty years. The attentive reader of the 
campaign literature put forth by the American Iron and 
Steel Association must be struck by the change, in very 
recent years, in its mode of presenting the alleged effects 
of the protective duties. Formerly the practice of the 
astute managers of its protectionist propaganda was to 
set forth in a single column the fall in the domestic price 
of (say) steel rails before and after the imposition of the 
heavy duty of 1870. Sometimes simplicity was carried 
so far that for the period 1865-78 current American 
prices were quoted without even making corrections for 
the depreciation of the paper currency, bringing the high 
prices of that time into wonderful contrast with the re- 
duced gold prices of later years. The present writer, 
when discussing the effects of the duty on steel rails 
some fifteen years ago, naturally resorted to the compara- 
tive method, and showed, in parallel columns, that the 
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American price in specie, fallen though it had, remained 
continuously and largely above the foreign price.* Of 
late, however, comparison of this sort, once studiously 
avoided, has been instituted with ostentation by the pro- 
tectionists themselves. Their broadsides now state prices 
not only in the United States, but in Great Britain as 
well, and show that the prices of many forms of iron and 
steel have not only fallen in this country, but have fallen to 
the foreign level, sometimes even below the foreign level. 
This change in the comparative level of prices is a recent 
phenomenon ; but it is the outcome of forces that have 
been in operation for several decades, and it calls for a 
fresh examination of the working of the protective system. 
A glance at the figures in the appended tables + will show 
that since the year 1893 there have been no considerable 
differences between the prices of pig iron in Great Britain 
and in the United States. We may disregard for the 
present the course of prices during the year 1899: of this 
something more will be said presently. Looking at 
matters as they stood at the close of 1898, we find that 
for five years American prices were virtually the same as 
British, a trifle higher in the earlier part of this quinquen- 
nial period, a trifle lower in the later. Before 1893, on 
the contrary, British prices had been steadily lower,— 
sometimes very much lower, sometimes with moderate 
divergence, but always with a general level unmistakably 
beneath the American level. The same sort of change 
has appeared in the prices of steel billets and steel rails. 
Here, too, after a long period of higher prices, the Ameri- 
can quotations fell to the British, and even below them. 
It will be recalled that it was in the decade 1880-90 that the 
greatest growth took place in the American iron industry. 
In 1890 the American output for the first time exceeded 
that in Great Britain. Domestic production has thus 
* In the essay on The History of the Present Tariff (1885), since incorporated, 
with some revision, in the Tariff History of the United States. 
t See the Appendix, p. 573. 
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mounted, domestic competition has lowered prices, and 
these prices have fallen not only absolutely, but relatively 
to those in competing countries. It may be fairly argued 
that the community has got its iron more abundantly and 
more cheaply than if it had relied on free importation. 
Prima facie the case of the protectionist is made out. 
Protection to young industries seems to have been suc- 
cessfully applied. 

But, while the object of protection to young industries 
has been attained, it may remain a question whether it 
has been attained by means of that protection. The re- 
sult may have been due to other causes, such as would 
have been at work in any event. The same forces might 
have come into operation without the stimulus from pro- 
tective duties. Further, it may be a question whether 
the gain, even if due in some degree to protection, is 
worth the cost,— whether the incidental losses and disad- 
vantages may not outweigh the gains and advantages. 
To answer these questions, a more searching analysis is 
necessary, and a more detailed consideration of the course 
of prices in both countries. 


It will be of service to note at the outset what were the 
duties on pig iron during the period under consideration. 
In round figures they were $7 per ton for the period from 
1870 to 1894, and have been $4 a ton since 1894. Some 
variations in the rates during the earlier period are set forth 
and explained below, but are of no great moment.* The 


* Duties on Pig Iron. 
(Per gross ton of 2,240 lbs.) 
Act of July14,1870. 2. 2. 2 ee we we we woe $7.00 
Mabe PameG, MH. ww ttt tt ttt 6.30 
Act of March 3,187... .. 1. 6+ sss eee 7.00 
Act of March 8,1888 ......4...e0808-8 6.72 
Act of October 1, 1890(“ McKinley”). ...... 6.72 
Act of August 27,1894(" Wilson”). . . . . 2... 4.00 
Act of July 24,1897 (*‘Dingley”) ........ 4.00 


The “war duty” on pig iron (1864) had been $9 a ton, and was reduced 
to $7 in 1870. The reduction in 1872 was part of the “‘ horizontal’’ 10 per 
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duties on other forms of iron than pig iron, and especially 
on some steel products, are of much importance. But it 
will be convenient to confine the inquiry for the moment 
to the prices, production, and imports of pig iron, passing 
thereafter to such other parts of the industry as present 
phenomena different from those which appear in this fun- 
damental branch. 

The iron industry is peculiarly liable to the periodic 
fluctuations of modern industry. Indeed, it reflects in the 
extreme the alternations of activity and depression be- 
tween which intervene the recurring commercial crises. 
The explanation of this special sensitiveness is not far to 
seek. The periodicity of the changes is closely associated 
with the variations in the spirit of investment. In so- 
called good times, new enterprises of all sorts are freely 
launched. In the succeeding periods of dulness, few such 
are undertaken. But investment and fresh ventures in 
our modern days mean the erection of plant, tools, and 
machines; and these mean iron and steel. When new 
and ever new railways formed the main outlet for the in- 
vestment of the rapidly growing accumulations of say- 
ings, it was inevitable that their construction — rapid in 
the days of activity, slow and halting in those of depres- 
sion — should cause periods now of insatiable demand for 
iron, then of glutted markets. Within the last decade or 
two the railway has become relatively less important in 
the investment of the new supplies of savings; but the 
development of the arts in other industries, the ever-grow- 
ing use of iron and steel in buildings, ships, tools, and 
machinery of all kinds, have caused the oscillations in the 
iron trade to persist. Naturally, these phenomena are 


cent, reduction on manufactured articles made in that year, and repealed in 
1875. In the general revision of 1883 the duty on pig iron was stated in terms 
of so much per pound,— no longer per ton,—the figure being 3-10 cent per 
pound, or $6.72 per gross ton. No change was made in the McKinley act of 
1890; but in the Wilson ‘‘reform”’ act of 1894 the rate was lowered to $4, 
and this was retained when the protective system was rehabilitated in 1897. 
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accentuated in the United States, where material progress 
is rapid beyond comparison, and where the investment of 
capital proceeds fast and feverishly. Hence we find that 
with every rising wave of enterprise and investment the 
price of iron rises, and its production mounts with sudden 
rapidity. Then comes the crisis: prices fall, production 
halts, and a period of depression follows, more or less long 
according as the conditions for revival appear sooner or 
later. Commonly, the iron industry feels a chill before 
the commercial storm breaks. A slackening in the launch- 
ing of new enterprises naturally appears, as some among 
the enterprises already set up begin to weaken under the 
test of active operation. Hence the maximum produc- 
tion of iron and the highest range of prices for the cycle 
often come in the year immediately preceding the crash. 
In 1872-73, it is true, the largest production and the 
highest price came in the year of the crisis itself, in 1873. 
But, before the disturbances of 1884 and of 1893, a relaxa- 
tion in the rate of output and the beginning of a fall in 
prices are seen in advance of the general overturn. In 
1899 and in the first months of 1900 the industrial world 
was on the crest of a rising wave, with its familiar phe- 
nomena of increasing production and inflated prices, sure 
to be followed, so far as experience can guide us, by a 
period of slackened production and falling prices. 

A glance again at the tables in the Appendix will show 
that during more than half of the period under considera- 
tion the imports of pig iron responded regularly to the 
increasing demands of the active periods, and fell as regu- 
larly during the dull times that followed. At the begin- 
ning of our period the domestic supply of iron needed to be 
regularly supplemented by the imports; and in the years 
1871-72 there was simply a somewhat increased resort to 
a regular foreign supply. But, as the domestic product 
became larger, the imports became less and less important, 
and, except in the years of rising speculation and invest- 
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ment, virtually ceased. It is true that the custom-house 
returns show continuous and considerable imports through- 
out the period; but the figures might easily mislead. The 
imports classed as pig iron are in good part imports of 
special qualities, required for some particular use. Thus 
in the decade 1870-80, and even later, Scotch pig iron was 
imported in considerable quantities, being thought spe- 
cially adapted for certain kinds of smooth castings, and 
so bought abroad in the face of a duty which advanced its 
price much beyond that of domestic iron. Of late years 
Southern iron has been found available for these purposes, 
and the importation of the Scotch brand has ceased. 
Similarly, spiegel-eisen and ferro-manganese — which are 
classed with the ordinary kinds of pig iron in the custom- 
house returns — are imported in varying quantities. These 
are used, in comparatively small amounts, solely for 
mixture with Bessemer pig in the last stages of the con- 
version of that iron into Bessemer steel, and are imported 
in fluctuating quantities, but with a gradually lessening 
dependence on the foreign supplies.* Setting aside these 
special imports, we are safe in saying that in the dull 
periods of 1875-78, and again in 1884-85, the imports 
practically ceased. On the other hand, they suddenly re- 
vived, and became of considerable volume in the active 
years 1879-82, and again in the year 1886-87. Since 
this latter period, however, they have ceased to come in, 
even during the periods of activity. The year 1890, when 
first the American iron product exceeded that of Great 
Britain, marks also the end of this spasmodic competition. 
With that year the revolution in the iron trade of the 
United States was virtually accomplished; and the new 
period was entered on, of whose characteristics some have 

* The production of these special brands varies greatly, within the country 
and without, apparently from the sporadic and easily exhausted poekets of 
the peculiar ore. But the domestic production, on the whole, has been rapidly 


increasing. See the Report of the American Iron and Steel Association for 1898, 
p. 40. 
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already been noted, and of which others still need our at- 
tention. 

It is clear from these facts that during the years of ac- 
tivity — 1872-73, 1879-82, 1886-87 — the price of iron 
in the United States was at the seaboard higher than the 
price in Great Britain by the full amount of the duty. 
The mere fact of importation suffices to prove this: the 
iron would not have come in over the duty unless the 
price had been high enough to make the sales profitable. 
At other times iron has not come in,— that is, only cer- 
tain special qualities have come in; and the American 
price, while higher than the foreign, has not been higher 
by the full amount of the duty. The tables of prices 
amply verify these statements. In the busy years the dif- 
ference between American and British prices is large 
enough to offset duty, freight, and other charges; and im- 
ports flow in. In dull years the margin shrinks; and im- 
ports cease, except for the special qualities. Until 1893 
—that is, through much the greater part of the period 
we are considering —the American public has had to pay 
roundly, sometimes the full amount of the duty, some- 
times less, but always a very substantial added price, 
for the eventual gains which may be credited to the pro- 
tective system. 

A precise measurement of this burden has sometimes 
been attempted. Following the simplest lines of orthodox 
reasoning, it has been argued that the total domestic pro- 
duction, multiplied by the rate of duty, would gauge accu- 
rately the added charge on the community.* The dangers 
of the hasty application of simple deductive reasoning 
could not be better illustrated than by the comparison of 
this version of the situation with the concrete facts. Had 
there been no duty on iron, the price at the seaboard would 
unquestionably have been lower than it was,— sometimes 
by the full amount of the duty, sometimes by less. The 


*See the Appendix to D. A. Wells’s Recent Economic Changes, pp. 469, 470. 
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price in the interior, say at Pittsburg, also would doubtless 
have had a somewhat lower range; but how much lower 
it is impossible to say. The freight charges from the sea- 
board would have impeded competition from imported 
iron, raising the price at which it could then be supplied. 
The iron output west of the Alleghanies was being made 
more and more cheaply and sold more and more cheaply, 
as the years went on; and any iron imported free of duty, 
while it might have caused prices to be lower, would at no 
time after 1882 or 1883 have caused a decline in the heart 
of the country by the full amount of the duty. Indeed, in 
the latter part of this decade — 1888 or 1889 — the price 
in this region was little higher, if at all, than that at 
which foreign iron could have been supplied, duty free. 
And, further, even admitting that domestic prices were 
much higher than foreign, it is probable that the removal 
of the duty and the consequent demand on Great Britain 
for iron would have caused the price of British iron to go 
up. The level of prices would indeed have been the same 
in the two countries (allowing for freight and the like) ; 
but it would have been higher than the foreign level 
which in fact prevailed. A great increase in the demand ' 
on the British iron-masters for iron, consequent on the 
absence of the American duty and the lessening of Ameri- 
can product, might have raised the price in Great Britain, 
not only temporarily, but over the whole period. During 
the earlier part of the period, say until the year 1880, it 
is not unlikely that Great Britain could have sent to the 
United States all the iron that would have been imported 
there, if free of duty, without such pressure on the coal 
and iron mines as to have caused enhanced cost and perma- 
nently enhanced prices. But with the extraordinary in- 
crease in the American demand after 1880, the additional 
quantity could not have been supplied from Great Britain 
except on harder terms. The price of iron in Great 
Britain would have risen in face of so great an addition 
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to the annual demand, and the common international level 
would have been somewhat higher than the British price 
was in the absence of this demand. Thus the calculation 
of the extent of the higher charge for iron in the United 
States because of the protective system is impossible to 
make with exactness. It is clear that until very recent 
years much more was paid by the American community 
than would have been paid without any duty; but neither 
the full amount of the duty nor the full extent of the 
domestic product is to be reckoned in calculating the 
national loss (let it be admitted for the present there was 
such a loss), and even an approximate estimate in terms 
of annual or total figures would be hazardous to frame. 
While some heavy burden, even though not one sus- 
ceptible of precise measurement, is thus made out, it is 
also easily to be seen that the duties served to increase 
the range of the periodic fluctuations. The sources of 
supply were narrowed. Until the price rose high enough 
to bring in imports, the domestic output alone was avail- 
able for the market. The differences between highest 
and lowest prices were greater than they would have been 
without a duty or with lower duties. When a “boom” 
came, the domestic iron which was on hand, or was obtain- 
able promptly from furnaces in blast, soared in price to 
the importing level. The abrupt and great rise in price 
tempted equally abrupt and great increase in the building 
of new iron furnaces, with the consequence that, when 
the boom collapsed and the demand fell, a large supply 
from the increased number of furnaces was on the market, 
and caused prices to fall as unduly as they had been 
before unduly raised. This is but an illustration of 
the. simple principle that, the wider the range of the 
sources of supply, the greater the steadiness of prices. 
Fluctuations of the same general sort there would have 
been in any case: the price of iron in all the great coun- 
tries rises and falls in sympathy with general industrial 
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conditions. Butinterplay between the markets of different 
countries, under a system of free exchange, would have 
mitigated in some degree the extent of the oscillations.* 
The extremes were made wider apart in the United States 
by the protective régime ; and so another count is added 
to the indictment which its opponent may fairly bring 
against it. 

But, after all, the protectionist may point with pride to 
the final outcome. In the end his object was attained : 
the industry is self-sufficing, needs no further props, can 
supply its product as cheaply as could be done by the 
now fairly beaten foreigner. And have we not here an 
offset against all that may be urged on the other side? 

The answer to this question requires an examination 
of the two main factors which have led to the victorious 
progress of the American industry. These are: first, the 
supply of cheap and excellent ore and coal; and, second, 
the better manipulation of these materials at the iron- 
works. 

We have already examined the mode in which the 
great iron ore deposits of Lake Superior have been util- 
ized. The main factor which has promoted their devel- 
opment has been the improved transportation, which has 
made available rich natural resources that would have 
been thought, a generation ago, too distant for use. The 
cheapening in the carriage of ore and coal, however, has 
been simply one phase—an important one, but by no 
means a dominant one—in the general cheapening of 
carriage by rail and water. European observers, from 
Cherbuliez and Jevons to contemporary observers, have 

* That such an interplay would have lessened the fluctuations in prices is 
made more probable by the fact that the ups and downs of industrial activity 
are not precisely synchronous in the international sphere. The speculative 
revival in 1870-73 began in England and on the Continent earlier than in the 
United States. The American revival in 1879-80, on the other hand, preceded 
the European, as did also that of 1886-87. In 1889-90—certainly so far as 


iron went—the European demand, again, showed renewed strength earlier 
than the American; and the same is true of the period 1898-99. 
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been amazed at the forwardness of the American people 
in building and managing canals and railways, in smooth- 
ing and utilizing the great natural waterways of the 
continent. The immense area over which free trade was 
permanently assured, the mechanical genius and commer- 
cial enterprise of the people, the vistas of fortune-building 
through the exploitation of the great Western country,— 
such are the impelling forces by which the means of 
transportation have been driven to their high stage 
of efficiency. The protective system can claim no 
credit for this result. The advance has appeared in the 
apparatus for international trade as well as in that for 
domestic, and in domestic trade such as would exist with- 
out protection as well as in that fostered by protection. 
And this has been probably the one single cause which 
has counted for most in promoting the growth of the iron 
-industry. Through it that industry in the United States, 
so far from having to deal with obdurate and limited fuel, 
and ores of no special excellence, has been able to bring 
together unlimited supplies of both materials on easy terms 
and in perfect quality. How much such easy command 
of proper materials tells is shown by the growth of the 
iron manufacture in Alabama and the adjoining Southern 
region. Here the close contiguity of coal and iron has 
caused a great industry to develop with extraordinary 
rapidity, in the face of difficult social conditions and of 
the competition of the strong and comparatively old in- 
dustry in Pennsylvania. The cheapening of transporta- 
tion has given Pennsylvania herself the equivalent of 
contiguous ore and coal, and has been the main factor 
in promoting the advance of her iron industry also. 
But causes of the second sort have also had their effect,— 
improvements at the mines and at the furnaces and iron- 
works. At the mines, whether deep-worked or open-cut, 
the organization, the engineering, the machinery, have 
become better and better. The ores are systematically 























IRON INDUSTRY IN THE UNITED STATES 487 


sampled and analyzed, their chemical and physical con- 
stitution ascertained, and the various kinds carefully 
assorted for different uses or mixed in the most advan- 
tageous combinations. At the iron and steel works all 
the discoveries of applied science have been promptly and 
systematically turned to account. Thirty years ago the 
blast furnaces and iron-works of the United States were 
behind those of Great Britain in their technology. Mat- 
ters went much by rule of thumb. The ore and coal and 
flux were dumped into the furnace, and the product 
marketed as it chanced to turn out.* Now the advan- 
tage, if any, is with the American works in the application 
of the best scientific processes, It is certain that the 
economies from production on a large scale — these 
being partly from the better organization of labor, partly 
from better technical appliances,— have been most fully 
secured in the American establishments. Here are im- 
provements in the iron industry itself, such as may be 
with more reason ascribed to the stimulus given it by 
protective legislation. 

But here, too, we are dealing with causes whose opera- 
tion has not been confined to the iron industry or the 
protected industries in general. In part, they have been 
of world-wide effect. All countries have shared in the ad- 
vances of the arts and the triumphs of applied science. 
True, in our own country special industrial excellence 
has been achieved in many directions; but not solely or 
peculiarly in the protected industries, American mining 
engineers have pushed their art with signal success in 
coal mines and in mines for the precious metals, as well 
as in copper and iron mines. No more remarkable 
achievements have been made than in electrical engineer- 
ing, where a nurturing shelter from foreign competition 

*See an instructive article by J. S. Newberry in the International Review 
for November, 1874, vol. i., especially pp. 778-780, where it is pointed out that 


at this date ‘‘the ingenious, enterprising, and energetic Americans” were still 
** far outdone by their English relatives.’’ 
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has never even affected to play a part. A main cause 
throughout the industrial field has unquestionably been 
the wonderful growth of technical and scientific educa- 
tion. The supply of intelligent and highly trained ex- 
perts, to whom the management of departments and 
separate establishments can be intrusted with confi- 
dence, has facilitated the process of consolidation and 
the organization on a grand scale of widely ramifying 
enterprises. It may be a question how far our scientific 
schools and institutes of technology have been successful 
in stirring invention and developing initiative talent. 
The prime essential for leadership seems to be here, as 
elsewhere in the intellectual world, inborn capacity. 
But the rapid spread and complete utilization of the best 
processes have been greatly promoted by them. They 
have been largely instrumental in enabling prompt ad- 
vantage to be taken of chemical, metallurgical, and me- 
chanical improvements in the iron and steel works. 
Their influence has shown itself no less in the railways, 
the great buildings, the textile works, the manufacturing 
establishments at large. Their efficacy in permeating all 
industry with the leaven of scientific training has been 
strengthened by the social conditions which have enabled 
them to attract from all classes the plentiful supply of 
mechanical talent. Hence American industry has shown 
not only the inventiveness and elasticity characteristic of 
the Yankee from early days, but that orderly and syste- 
matic utilization of applied science in which the Ger- 
mans have hitherto been — perhaps still are — most suc- 
cessful, The rapid accumulation of ample capital has 
still further facilitated the ready trial and bold adoption 
of new and better processes. 

On such grounds as these it may be alleged that the 
iron industry would have advanced during these thirty 
years in much the same way, protection or no protection. 
And yet the unbiassed inquirer may hesitate before com- 

















IRON INDUSTRY IN THE UNITED STATES 489 


mitting himself to such an unqualified statement of what 
would have been. Rich natural resources, business skill, 
improvements in transportation, wide-spread training in 
applied science, doubtless suffice to account for the phe- 
nomena. But would these forces have turned in this 
direction so strongly and unerringly but for the shelter 
from foreign competition? There can be no question that 
the protective system enabled, perhaps caused, high profits 
to be reaped in the iron and steel establishments of the 
Central District, and that the stimulus from great gains 
promoted the unhesitating investment of capital on a large 
scale. The decisive period was the decade 1880-90. Dur- 
ing these ten years the iron output in the Pittsburg dis- 
trict and the rest of the Central region served by the Lake 
Superior ores, grew from comparatively modest dimen- 
sions to independent greatness. Profits were good in all 
these years, and were enormous during the stretches of 
active demand in 1880-82 and 1886-87. Indeed, they 
continued high in the large and well-provided establish- 
ments until the crash of 1898. The mounting output 
is the unmistakable evidence of profitable investment. 
Then the community began to get its dividend: prices 
fell in the manner already described, and the iron industry 
entered on its new stage. It is certain that the same sort 
of growth would have taken place eventually, tariff or no 
tariff; but not that it would have taken place so soon or 
on so great a scale. With a lower scale of iron prices, 
profits doubtless would have been lower; and, possibly, the 
progress of investment, the exploitation of the natural 
resources, even the advance of the technical arts, would 
have been less keen and unremitting. 

No one can thus say with certainty what would have 
been; and the bias of the individual observer must have 
an effect on his estimate of probabilities. He who is con- 
vinced, as the present writer is, that restrictions on inter- 
national trade operate,—as similar restrictions on the 
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division of labor within a country would operate,— as a 
rule injuriously, will be slow to admit that countervail- 
ing gains were here secured through a larger and cheaper 
eventual supply. He will admit, indeed, that the thing 
might have been. The premises on which the young 
industries argument rests are not quite absent. It is not 
historical youth in a nation’s career that is essential. 
Any period of rapid change and transition in the arts opens 
possibilities for stimulating advantageous growth, greater 
than those in the course of settled industry. Nor is it 
essential that the particular direction of growth should be 
designed by the legislators. The unexpected places and 
the new processes in which the iron industry made its 
advance may have been promoted by protection, even if 
an undeserved prop for old established routine was all 
that the tariff was designed to afford. But the sceptic as 
to the actual stimulus from fostering protection will say 
that it was not needed. At best, it was only a question 
of sooner or later rather than of whether or no; and, at 
all events, the burdens in the intervening period of re- 
stricted supply and high prices outweighed the gain from 
the eventual abundant supply and the eventual lower 
prices which were quickened— perhaps, and perhaps 
only —by the tariff system. 

On the other hand, the firm protectionist, quite apart 
from his probably denying that there were ever any off- 
setting burdens (of which aspect of the controversy more 
will be said presently), will not fail to find in the history 
of the iron trade conclusive proof of eventual gain. And 
very possibly those economists who, being in principle 
neither firm protectionists nor firm free-traders, seek to be 
guided only by the outcome in the ascertained facts of con- 
crete industry, would say that the verdict here was not un- 
favorable to the policy of fostering “national industry.” 
Few persons, whether convinced protectionists, or thinkers 
of would-be judicial spirit, or plain every-day business men, 
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will be able to resist the appeal to national pride. Mere 
achievement of the leading place as the world’s producer 
stirs a sense of triumph, as a victory on the battlefield, 
even in a dubious cause, kindles the pride of conquest. 
The position of the protectionist is not only on first in- 
spection a strong one: after searching scrutiny, it remains, 
if by no means impregnable, both imposing and defensible. 


The economists of Ricardo’s school were wont to say 
that a conclusion as to the effects of protection could be 
reached only by deductive reasoning, such as was com- 
monly used by them. John Stuart Mill, in his statement 
of the method proper in the social sciences, treated this 
problem as a typical one, and set forth the difficulties of 
disentangling the effects of tariff policy from those of the 
other forces operating with it on a country’s prosperity. 
But a high authority of our own day, Professor G. 
Schmoller, has questioned the validity alike of the gen- 
eral theorem and of the particular example. Attentive 
examination of the industrial policy and history of this or 
that country, he suggests, may show whether or no protec- 
tive duties serve to promote prosperity.* Is any aid in 
the settlement of the question of method to be had from 
our inquiry as to the duties on iron in the United States? 

Certainly, the statistical and historical material is here 
as complete as it could possibly be made. The elaborate 
reports of the British and American Iron Associations, the 
publications of the Geological Survey, the detailed customs 
statistics, the extensive technical literature, supply infor- 

*In the article “‘ Volkswirthschaft ”’ in the Handwérterbuch der Staatswis- 
senschaften, reprinted in the volume Ueber einige Grundfragen (1898), Mill is re- 
ferred to as trying to prove his theorem “‘ with the inapt example [groben Bei- 
spiele] that the general inquiry, whether a system of protection makes a country 
rich, can lead to no result. He fails to see that he puts his question wrongly ; 
i.e., in terms too general. Specialized investigations, such as Sering’s on the 
German iron duties, Sombart’s on the tariff policy of Italy, and others of recent 
times, show that inquiries which examine properly the facts in detail may 
prove, with reasonable certainty, when protective duties operate to promote 
prosperity.”” Ueber einige Grundfragen, p. 296. 




















492 QUARTERLY JOURNAL OF ECONOMICS 





mation with a fulness of detail such as the economist can 
hope to possess but rarely. If ever the inductive method 
is applicable, here is an opportunity. 

In the preceding pages, the reader will have observed 
in more than one place the assumption that the protective 
system, certainly in its initial stages, involves a loss. 
Possibly, that loss may be offset by a gain in the later 
stages if the object of protection to young industries 
proves to be attained; but a loss at the outset there is. 
It would be measured, in the simplest case, by the vol- 
ume of the domestic production multiplied by the rate 
of duty, the domestic price being supposed to be raised 
by the full amount of the duty. We have seen in the 
examination of the facts and statistics of the iron industry 
how much care must be exercised in applying this sort of 
measurement. The domestic price may not be raised by 
the full amount of the duty; the question of constant or 
diminishing returns in the competing industry of foreign 
countries needs to be considered; and so on.* Some loss, 
however, there is,— or, at least, is assumed to be. 

But, as was parenthetically noted in the course of our 
inquiry, the stanch protectionist will deny this in toto. 
There never is a loss. The community is richer from the 
start. True, the prices of the articles taxed may be 
higher. But a home market springs into being, capital 
previously idle finds employment, a demand for labor is 
created, the rate of wages is maintained at a high level. 
No doubt, all such familiar disquisition will be set aside 
summarily by the person severely trained in economics. 
It belongs in the A BC of the subject; and the proper 
place for its discussion is the elementary class-room. No 
doubt, too, the reasoning on which we conclude (pace the 

* The reader conversant with the theory of international trade will see 
that, in measuring the loss, not only the conditions of increasing or of diminish- 
ing return must be reckoned in, but also the equilibrium of demand between 


the trading countries. ‘These more recondite aspects of the theoretical problem 
imay be neglected for the purposes of the discussion in the text. 
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protectionists) that there is a national loss is, in its essence, 
very simple. It is but a common-sense application of the 
principle of the division of labor, a simple corollary from 
an analysis of the gains from the geographical distribution 
of industry, and thus a platitude hardly to be dignified as 
“deductive reasoning.” And yet, when we meet the pro- 
tectionist on his own ground, this platitude leads to some 
reasoning by no means of the simplest sort. Is there no 
real additional market? Is there employment for idle 
capital, or only transfer of capital previously employed? 
Is the rate of wages maintained? The reader who has 
followed the voluminous economic literature which Ger- 
man scholarship has piled up in recent years meets not 
infrequently the contention in favor of Schutze der na- 
tionalen Arbeit. Yet often he is left in doubt just how 
and why national labor is to be shielded by protection,— 
whether for preventing rude shocks and sudden transi- 
tions in the historically rooted industries of a slow-moving 
people, or for elevating the condition of labor in a whole 
country. Or, to take another example, it is often set 
forth, in the same quarters, that the burdens which the 
great social legislation of Germany imposes on her em- 
ployers must be offset by duties on the products of 
competing foreign employers,—a proposition to which 
the stanch protectionist would unhesitatingly assent. 
But, if this be a good ground for compensating duties, 
why is not a general higher range of wages, or any 
other condition unfavorable to the employer,—e.g., 
poorer natural advantages? To answer these questions, 
some severe reasoning is called for: plain common sense, 
unsupported by sustained argument from principle, leaves 
us in the lurch. The most exhaustive specific inquiries, 
statistical and historical, as to the extent of the home 
market, the situation of domestic labor, the amount of the 
burdens on the employer, can lead us to no secure result 
until we have not only grasped, but followed into all its 
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ramifications, our first conclusion as to the effects on 
national prosperity of the new direction of the productive 
forces brought about by tariff restrictions. 

Similarly, our statistical inquiry as to the American 
iron industry can lead us directly to no conclusion on the 
old and perhaps stale dispute on protection and free 
trade. The initial question in the inquiry—is there a 
national loss because of the higher price of the dutiable 
article? — cannot be answered from facts and figures. So 
far Mill and his associates were right. The effects of 
protection on national prosperity cannot be made out 
by examining, however laboriously and critically, the 
facts either as to the prosperity of the community at 
large or as to the growth of protected industries. This 
first and crucial question must be answered on grounds 
of general reasoning, and not only answered, but the 
answer held fast amid all the twists and turns of the 
controversy about markets, employment, labor, wages, 
profits, and employers’ burdens. 

If, indeed, this much be settled,— if the conclusion here 
assumed with regard to the general principle be acceded 
to,— then the next stage in the inquiry assumes a differ- 
ent form. The scholar above referred to has remarked 
that inductive and deductive reasoning are as indispen- 
sable each to the other as the right foot in walking is to 
the left.* For the particular sort of economic problem 
here under consideration the present writer believes that 
a long step forward must first be taken by deduction 
alone,— that is, by reasoning from premises established 
through very simple observation. But thereafter both la- 
borious digging at the facts and their critical interpretation 
in the light of familiar premises must proceed side by - 
side. Thus the varying aptitudes of different peoples 
are important factors in the division of labor between 
them. But those varying aptitudes are not of spontane- 


*Schmoller, Grundfragen, p. 293. 
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ous origin. They are an historical growth,—how and 
why developed, we are much in the dark; and it is not 
to be assumed, as was so often done by the earlier English 
writers, that purposeful legislation cannot affect them 
or that here is no problem for the economist.* Or, again, 
to come closer to the special sorts of questions that have 
been considered in the preceding pages, the argument for 
protection to young industries cannot be disposed of 
by any @ priori reasoning. We may indeed say, on 
general principles, that eventual gains from protection, 
such as this arguiment points to, are likely to be secured 
only in young countries or in periods of large industrial 
transition ; but when and how such conditions exist must 
be ascertained by study of the facts. Such a study of 
the actual conditions of the American iron industry has 
been attempted in this paper, but with no expectation of 
its leading to any solution of the general question of 
principle. This precise mode of dealing with a problem 
very similar to our own appears in one of the investiga- 
tions to which Professor Schmoller refers,— Professor 
Sering’s monograph on the iron duties in Germany.t 
One conclusion in this excellent paper is that during the 
period from 1840 to 1860 the transition from charcoal 
iron to coke iron in Germany was facilitated by protection 
against competing English iron, and that a temporary 
burden on the community was justified by the establish- 

*“* Whether the advantages which one country has over another be natural 
or acquired is, in this respect, of no consequence. As long as the one country 
has those advantages and the other wants them, it will always be more advan- 
tageous for the latter to buy of the former than to make. It is an acquired 
advantage only which one artificer has over his neighbor who exercises another 
trade; and yet they both find it more advantageous to buy of one another than 
to make what does not belong to their particular trades.’’ Wealth of Nations, 
Book IV. chap. ii. Adam Smith’s reasoning in this passage holds good of any 
given time, but does not afford any clew to the question how the “‘ acquiring ”’ 
of advantages may be promoted. 


tM. Sering, Geschichte der preussisch-deutschen Hisenzille von 1818 bis zur 
Gegenwart; in Schmoller’s Forschungen, vol. iv. (1882). See especially pp. 
70, 71, 
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ment, within a decade or two, of a strong and indepen- 
dent domestic industry. The initial sacrifice is admitted. 
Thereafter comes the question, to be settled only by un- 
biassed specific inquiry, of eventual gain. 

The same need of “inductive” inquiry appears in 
another and closely related aspect of the general tariff 
controversy,— the effect of protection in stimulating or 
retarding the advance of the arts of production. Two 
opposite versions are presented by the contending sides. 
The free-traders maintain that it checks improvement, en- 
abling domestic producers, undisturbed by the competition 
of foreign rivals, to keep in old ruts. The protectionists 
maintain that, on the contrary, their policy stimulates 
competition within the country, and promotes newer and 
better modes of production. This, indeed, is the gist of 
the young industries argument. The truth would seem 
to be that either consequence is possible. The case is one 
where @ priori reasoning leaves us quite at fault. On 
such reasoning domestic competition might be expected to 
be no less effective than foreign competition, and no more 
so, in bringing into action the best among known processes ; 
and, this being equally the case at home and abroad,— 
such was the tacit assumption of the strict Ricardian 
reasoning on international trade,—the question of rel- 
ative efficiency must turn solely on the goodness of 
natural resources, or on industria] traits so ingrained as 
to be equivalent to physical causes. But the free-trader 
qualifies this general reasoning by averring that domes- 
tic competition alone, being narrow, will not make sure 
that the best known processes are availed of; while 
the protectionist avers that this same competition, work- 
ing under new conditions, will probably promote new 
and better ways. And, in fact, history shows that either 
result may ensue. It would seem, for instance, that in 
France, under the system of absolute prohibition against 
competing imports which prevailed through the first half of 
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this century,— in fact, up to the great commercial treaty 
of 1860,— not a few manufacturers failed to make use of 
proved and familiar processes, and were inferior to British 
rivals, On the other hand there were industries in France 
itself which had reached out into foreign markets, thus 
giving conclusive proof of not being behind the times.* 
In the United States it would doubtless be possible to 
find examples of the former sort: a benumbing influence 
has sometimes been felt. But these are exceptions. As 
a rule, if American manufacturers have been unable to 
meet foreign competition, it has not been because of inert 
routine. Driving competition within the country has 
commonly sufficed to prevent any inferiority to foreign 
makers in machinery and processes. If, with best en- 
deavors, the foreigner has still been able to undersell, his 
success has been due to other causes,— the lack of natural 
advantages within the United States, or, more often, the 
simple influence of better openings for labor and capital 
than the protected industries afforded. Thus the effect of 
protection on improvements may or may not be deterrent. 
In an inert people, moving in tracks of routine and habit, 
it may cause outworn methods to be retained. Ina quick 
and vigorous people it may cause better methods to 
develop under the novel conditions of a fresh trial. The 
adaptation of the chosen industry to the bent and training 
of the people must also have its effect. In the United 
States the free-trader is shown by economic history to be 
in the wrong on this particular point: if protected indus- 
tries have continued to need protection, as so often they 
have, the explanation is not to be found in the retention 
of antiquated processes. So far as the question of economic 
method is concerned, here again it is clear no abstract rea- 
soning can suffice: the history of each people and the 
facts of each case must be investigated, and generalization 
from a priori reasoning must be shunned. 


*See Amé, Les tarifs de douane, vol. i. pp. 318, 338, 399, 421, as to back- 
ward industries, and pp. 349, 375, 430, as to progressive industries. 
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The iron and steel industry, even as regards the cruder 
forms of the metal,— pig iron, bar iron, steel billets, and 
the like,— ramifies into a number of branches. To con- 
sider these in detail would call for elaborate investigation, 
and indeed for greater knowledge of technical conditions 
than the present writer can affect to possess. The his- 
tory of the industry at its basis—the production of pig 
iron — serves to show the nature of the growth which has 
taken place and to illustrate the economic principles in- 
volved. With this history in mind, it will suffice to con- 
sider summarily some other significant aspects of the 
changes of the last thirty years. 

(1) One part of the protective system has been the duty 
on iron ore. This had been fixed at 20 per cent. (ad 
valorem) in 1870, and in 1883 at 75 cents a ton,— in effect, 
an increase over the rate of 1870. In 1894 the duty was 
reduced to 40 cents a ton; and it remained at this point 
in 1897. 

It has been pointed out in the previous article that the 
region east of the Appalachian chain is comparatively 
lean in iron ore fit for the Bessemer process. The de- 
mand for this ore, which was the main factor in the devel- 
opment of the Lake Superior region, led also to search in 
foreign lands. During the decade 1870-80 there was a 
considerable and growing importation of iron ore in the 
United States. In part, the same sources were turned to 
as eked out the similarly insufficient supplies of Great 
Britain,— the island of Elba, and especially the Bilboa 
region in Spain. But resort was had also to nearer 
places, above all, to Cuba, which has important deposits 
on its southern shore (close to the scenes of battle in the 
Spanish-American War). The heaviest importation was 
in the year 1880, when no less than a million tons were 
brought in. Thereafter, while imports continued in con- 
siderable quantities, chiefly from Cuba, they were in 
smaller volume, the great yield from Lake Superior 
supplying the needs of the furnaces. 
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The effect of this part of the iron duties is perfectly 
simple. The Lake Superior ore made its way farther 
eastward than it would otherwise have done. The Cuban 
and other foreign ore was handicapped by just the amount 
of the tariff tax, and the iron-muaster near the seaboard 
had to pay so much more for this part of his material. 
The region of supply for the foreign ore was artificially 
narrowed. It is difficult to see how an intelligent person, 
unless a protecticnist of the most obdurate stripe, can see 
in this anything other than a harmful interference with 
the “natural” course of industry,—that much-abused 
word here is strictly appropriate. The Cuban ore is 
nearer the Eastern region than that from the West. At 
best, it could not make its way inland far. The Central 
region would be supplied, in any case, by the Lake Su- 
perior mines. No political argument could hold, as to any 
resulting serious dependence on the foreign supply. Had 
Cuba been a part of the United States, its mines would 
have been welcomed as enriching the natural resources of 
the country ; but, being outside the pale, the persons own- 
ing the Lake Superior mines were able to bolster their 
opposition to this particular competition by the appeal 
to national prejudice. Had the Mesabi and Vermilion 
mines on Lake Superior been a little on the Canadian side 
of the border, instead of being just on the American side, 
a very effective fight against them would have been made 
on the same ground —and who can say with what out- 
come ?— by the owners of the other mines on the lake. 
Indeed, at the two extremes of the continent, on the At- 
lantic and Pacific coast, this sort of opposition has suc- 
ceeded in limiting the supply of coal. In Nova Scotia 
are coal mines, which, though not ascertained to be of the 
best, are yet promising sources of supply for the North 
Atlantic coast. In British Columbia, close to the border, 
are mines which are certainly the best sources for the 
whole Pacific coast. New England and the Pacific coast 
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alike are handicapped by aduty on coal. This cutting-off 
of our own noses can be explained only on the ground of 
crass national prejudice, fomented by an intolerant pro- 
tectionism, which fears that even the smallest chink in its 
armor may open the way to a stroke of vital effect.* 

(2) Of the duty on steel rails much has been said, and 
the present writer has touched on it elsewhere.t It pre- 
sents phenomena varying from those already discussed as 
to the industry at large, chiefly in the effects of combina- 
tion among the protected interests. 

Steel rails were the first important outcome of the 
Bessemer process, and the rapid development of the rail- 
way net of the United States caused a large demand for 
them. The duty on them was higher, in proportion, 
than that on pig iron; and it has had in general an effect 
the same in kind, but greater in degree. Until very recent 
years the price was always higher than the foreign price, 
and in years of active demand higher by the full amount 
of the duty. The process of manufacture must be on a 
large scale. The number of individual establishments 
hence is comparatively small; and a combination, or pool, 
among them was easily formed. Hence domestic compe- 
tition operated more slowly and unevenly than with pig 
iron, which, while often produced on a large scale, is yet 
turned out by numerous and widely scattered establish- 
ments. For many years the steel rail combination, or 
what it is now the fashion to call a trust, was effective. 
The case was one where the duty not only bolstered up 

* At Sparrow’s Point, near Baltimore, one of the great steel companies 
(the Pennsylvania Steel Company) has erected large works, where iron and 
steel are made from ore brought in cheaply by sea from mines owned by the 
company in Cuba. The coal comes from the Appalachian chain, chiefly from 
the Pittsburg region, meeting the ore half-way, as is the case with the Ohio and 
Illinois works in the Central region. The representatives of this company have 
pleaded strongly for free ore before Congressional committees, and of course 
have met the opposition, hitherto successful, of the Lake Superior mine- 
owners. 


tIn the Tariff History of the United States (fourth edition), pp. 244, 272. 
Figures as to production, imports, duties, prices, are given, ibid., p. 416. 
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an industry, but facilitated monopoly gains, After 1893, 
when the prices of pig iron and of steel (billets and 
blooms) suddenly fell, those of steel rails were kept for 
some time comparatively high, the pool succeeding in pre- 
venting the fall which would be expected in view of the 
low prices of the cruder forms. But in 1897, in the face 
of slackening demand on the one hand, growing restive- 
ness on the other among the great and well-equipped 
makers against the restrictions on output and sale, the 
combination suddenly collapsed. The price of rails went 
down at once, and, like the prices of other kinds of iron 
and steel, reached a level as low as that in Great Britain, 
even lower. With reviving demand, it was certain, not 
only that prices would go up again, but that the pool would 
be re-formed, which accordingly happened in 1899. The 
duty served once more to aid the combination. Here we 
have the case of a “trust” aided by restriction on foreign 
competition. 

There seems to be no doubt that the process of rolling 
steel into rails is carried on as cheaply in the United 
States as anywhere. Given the material as cheap, and the 
rails will certainly be made in the country. As in the 
making the iron and steel itself, so in the fashioning of the 
rails, great improvements have been made. Precisely the 
same sort of questions arise here as in regard to the cruder 
forms. The dominant item in the manufacture of steel 
rails is that of making the iron and steel,— usually under- 
taken by the same enterprise that carries the operations 
on to the next step of rail-making. But in this supple- 
mental step the skill and energy of the American estab- 
lishments have been no less marked. The same claim of 
the successful issue of protection may be made, and may 
be considered in the light of the same analysis of the 
forces which have impelled the growth. That a combina- 
tion has prevented the effects of improvements from filter- 
ing through to the purchasers as easily as with some other 

















602 QUARTERLY JOURNAL OF ECONOMICS 


kinds of iron and steel does not alter the fact that im- 
provements have been achieved; though it obviously 
strengthens the belief that the time has come for doing 
away with the restrictions, and compelling the domestic 
makers to face the world without fear or favor. 

(8) A curious case is that of tin plate,— a very Schmerz- 
enskind in the tariff controversy, a source of tribulation 
alike to protectionists and to their opponents. 

Tin plates are sheets of iron or steel coated thinly with 
tin. Formerly they were sheets of iron. As steel be- 
came cheaper, they have been made of that material. 
The duty on them was for many years exceptionally low; * 
and imports were large, supplying the entire consumption. 
In 1890 the duty was greatly raised; and, as if by magic, 
the domestic industry not only sprang into existence, but 
rapidly displaced the foreign competitor. In 1894, when 
the political overturn caused the tariff to be remodelled in 
the direction of somewhat lower duties, that on tin plate 
was reduced. In 1897 it was raised again, though not to 
the rate of 1890. Notwithstanding the lower duty of 
1894, the industry grew steadily from 1894 to 1897; and, 
after years of non-existence under high duties, it flour- 
ished and nearly displaced the foreign rival under much 
lower duties. The explanation is obvious. The price of 
all iron and steel within the country had gone down 
under the influences set forth in the preceding pages. 
Steel sheets could be had so much more cheaply than in 
previous years that a duty which had been ineffective be- 
fore was now more than effective. Whether, with steel 
sheets equally cheap in the United States and in Great 
Britain, the process of dipping, or coating with tin, could 
be carried on as cheaply, and the tin plate marketed at as 
low a price, the present writer would not venture to say. 
Certainly, a very moderate duty would have sufficed to 
shelter the industry. 

*See the memoranda in Tariff History, pp. 272, 302, 347. 
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The comparatively high duties of 1890 and 1897 were 
followed, however, by other results equally unexpected 
and much less welcome to the protectionists. To be sure, 
the industry grew as if by magic. Here was a case where 
domestic production was successfully stimulated, domestic 
labor employed, the grasping English producer despoiled 
of his market. But in the sudden burst of combinations 
and consolidations in 1897-99 a tin-plate “trust” was 
formed (in December, 1898),—a trust in an industry 
which had been so conspicuously paraded as a fruit of 
high duties that the spectacle of the nurture of this 
combination by protection was no less conspicuous. The 
attentive student of industrial history will not assent to 
the proposition that the tariff, or the railways, or the 
money power, or any such single cause, is at the bottom 
of the movement towards consolidation. But he must 
admit that in many directions it has been aided and pro- 
moted by high duties, and that the difficulties of the 
problem are increased by this ancillary cause. Two 
cases in the iron industry have here been noted,— steel 
rails and tin plate. Others could be found in this indus- 
try, still others elsewhere in the protected circle. The 
case for the protective régime is inevitably weakened by 
such phenomena, which go to strengthen the forces tend- 
ing steadily to undermine the whole protective fabric. 
So far as the effects of protection in advancing domestic 
industry are concerned, the tin-plate manufacture does not 
present, as is often implied, a case of exceptional success. 
It is but a phase of the general history in the iron and 
steel industry at large.* 

(4) Lastly, something should be said as to the striking 
events of the year 1899, to which some reference has more 


*It does not appear that the tin-plate combination caused the price of this 
article to go up in 1899 much more than in proportion to the higher price of 
steel. See the analysis of its operations by Professor J. W. Jenks in the Pre- 
liminary Report of the Industrial Commission, Part I., pp. 53-55. Cf. the article 
by F. L. MeVey in the Yale Review for November, 1898, and August, 1899. 
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than once been made. The course of the iron industry in 
the immediate past serves to illustrate and to verify the 
account of its development which has been given in the 
preceding pages. 

In 1899 a sudden burst of demand for iron appeared, 
precisely similar to that of other earlier years of sudden 
activity, notably 1872 and 1880. The prices of all kinds 
of iron and steel rose rapidly. Speculation was rampant, 
the establishments in active operation pocketed huge 
profits, new enterprises were launched in abundance, and 
production advanced by leaps and bounds. All this ac- 
tivity was world-wide, as marked in Germany and Eng- 
land as in the United States. Indeed, the first advance 
in prices began in Europe, during the latter part of 1898. 
It was accelerated in 1899, and soon reached the 
United States. Characteristically, the American move- 
ment was more rapid and more sharp than that in other 
countries. In the course of the first six months of 1899 
the price of pig iron doubled in Pittsburg, other articles 
being affected in similar degree; and the maximum 
reached was higher than that in England and Germany. 
Some reaction from this extreme was inevitable; yet for 
fully a year the prices of all forms of iron and steel were 
maintained at a range nearly double that of the preceding 
years, the “boom” being as sudden, as extreme, and as 
long continued as in any of the similar previous episodes. 

But the international relations showed the effects of the 
new stage of the American industry, and they were dif- 
ferent from those in former years of activity. It is true 
that for a time, especially in the latter part of 1899, 
American prices outstripped those abroad; and perhaps 
they would not have done so in the same degree, had it 
not been for the duties. The price of Bessemer iron par- 
ticularly showed a great advance, reflecting the heavy 
domestic demand for this all-important material. Yet 
now, in contrast with former experience, it was the Euro- 
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pean iron-master who looked askance at the American 
market, uneasy lest it should relax and lessen his rich 
harvest. It is true that some imports of iron and steel 
into the United States were tempted at the time of the 
highest prices of certain articles, especially of Bessemer 
steel products. But, on the other hand, exports from the 
United States, of crude iron as well as of finished prod- 
ucts, continued with little abatement in any one article 
and with great increase in the volume of total exports. 
Some of the combinations which controlled for the time 
being the output of particular articles reaped huge 
profits,— profits due partly to the general situation, and 
so shared by all iron enterprises, whether combined or not, 
but profits which were swelled for a while by the duties 
which prevented foreign competitors from entering the 
market. It cannot be said, therefore, that the duties in 
this latest period of activity were without effect. They 
did, in some degree and in some cases, once more enable 
domestic prices to be pushed higher than would have 
been the case without duties. But such effects were con- 
fined mainly to a few months of extreme speculation, and 
were very different in kind and in significance from the 
burdens which the community bore in earlier years. On 
the whole, this period of sudden activity, no less than the 
preceding years of prolonged depression, showed that the 
days of secondary place for the American iron industry 
were past, and that its new, independent, and command- 
ing position had been definitively established.” 


*Lack of space forbids a more detailed consideration of this striking 
period, whose course, indeed, is as yet far from fully run. The extent and the 
dates of the changes in prices are indicated roughly by the following 


figures : — 
England. 








Middlesboro —_ Hematit yoy 
pig. pig. 
STS. 5. 6 hs ee $9.80 $11.70 $10.00 
Ma oe est 6. oe 9.75 12.25 10.30 
January,1800 .. . . «ee eee 10.90 14.00 11.00 
PS Ee ee ee 16.70 18.00 20.45 


Pitre dt < ag es : 18.60 25.00 
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So much as to the past. What now of the future? 

The cheapness of crude iron and steel led to consider- 
able exports in the years 1896-98. A large quantity of 
Southern pig iron was exported, chiefly to England,—a 
veritable sending of coals to Newcastle. Steel rails also 
went out to Japan, to Russia, to all parts of the world. 
The United States, once a large importer of iron and 
steel, has become a large exporter. The exports first ex- 
ceeded the imports in the year 1893. Since then they have 
steadily risen, and have come to form a large item in the 
outgoing foreign trade.* 

The export of some forms of iron and steel, however, 
is an old phenomenon. Various kinds of hardware and 
machinery have been sent to foreign countries for many 
years,— locks, hinges, and other ironware for houses, 
tools, sewing-machines, metal-working and wood-working 
machinery, and the like. The steady disposal of such 
articles in markets abroad, notwithstanding the dearness of 
the materials, was certain proof of great aptitude for mak- 
ing them and of great efficiency in American industry. 
Naturally, as the material became as cheap or nearly as 
cheap within the country, these exports increased. 

Whether the exports of the cruder or the more highly 
manipulated forms of the metal will show the larger 
growth in the future remains to be seen. The early at- 
tainment of the export stage by the more advanced parts 





































* The following figures, which state the value (millions of dollars) of the 
imports and exports of ‘‘iron and steel and manufactures thereof’’ from 1880 
to 1899, tell their own tale: — 


Calendar years. Exports. Imports. Calendar years. Exports. Imports. 
15.4 64.0 Ms 0 0 # 27.0 44.5 


wel... .. 18.4 46.7 MM. ww 30.7 42.0 
weg... 22.6 68.7 1802. .... 28.0 33.9 
wes. 2... 22.6 48.7 10088. .. . 30.1 29.6 
104... 19.3 87.1 1604. 2. 1. e. 30.0 20.8 
1085. .... 16.6 31.1 1005. 2 ww 35.1 25.8 
1886... 4. 14.9 41.6 1006... .. 48.7 19.5 
187. 2. ww 16.2 56.4 1007. . ww 62.7 13.8 
1088. ww a 19.6 42.3 1008. 2. 1 wo 82.8 12.5 
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of the industry, and the traditional adaptation to it of 
American inventive genius, point to the continuance and 
preponderance of this sort of trade. It is certain that at 
home the American iron industry will have virtually 
nothing to fear from foreign rivals. Some specialties, 
doubtless, will continue to be imported; but specialties 
in greater number, on the other hand, will be exported, 
and the foreign producer will have more to fear from in- 
ternational rivalry than the domestic. The main effect of 
protection will be, not to change the direction in which 
labor and capital will be employed within the country, 
but to facilitate occasional combination, in some cases per- 
haps permanent combination, among the protected capi- 
talists—- who may turn over a scrap of the plunder to 
their workmen — for levy on the public at large. 

But not only the iron industry itself will dominate the 
international market: its success will affect the whole 
range of American industry and the whole working of the 
protective system. Cheap and abundant iron and steel, 
with a wide diffusion of enterprise, mechanical skill, and 
scientific knowledge, insure a great development of manu- 
factures. All the experience of the decade just passed 
confirms what the present writer said when discussing in 
1890 the renewed application of extreme protection under 
the tariff act of that year: the question is not whether 
the United States shall be a manufacturing country; it 
is whether she shall cherish those manufactures which 
stand of their own strength or those which need to be 
bolstered by artificial aid. Weaklings there always are, 
and the diligent legislator who scans the industrial world 
for them will find enough to engage his attention. But 
there are plenty of growing and stalwart industries, to 
which capital and labor will betake themselves unaided. 
The recent growth of the iron trade not only makes this 
obvious in that industry taken by itself, but points to the 
same outcome in a wider and wider field of general manu- 
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factures. It is, therefore, not rash to predict that, as the 
twentieth century moves on, the protective system will 
have less and less hold on public attention, and will 
eventually be shorn of its extreme and now characteris- 
tic features. This change may come slowly, and perhaps 
will come by gradual steps; and it would certainly be 
rash, in view of the recrudescence of national spirit and 
prejudice the world over, to predict that anything like 
a system of consistent free trade will be witnessed by 
adults now living, if ever. But protection as a system 
will have a less strong hold on the imagination of Ameri- 
cans. To this change in attitude the policy of colonial 
expansion will contribute,* and not less the growing 
stress from the great social problems which must more 
and more press for solution. The day when protection 
could be made the great issue before the American people 
is gone, as irrevocably as is the period of its real effective- 
ness in shaping the nation’s industrial development. 
Other questions — the relations of labor and capital, the 
functions of the State, the very foundations of the social 
order — will engage the public mind; and the hoary con- 
troversy about protection will be not indeed settled, but 
disposed of and set aside by the working of other great 
industrial and political forces. 

F. W. Tavssia. 


HarRvarRp UNIVERSITY. 


*See the suggestive article on Expansion and Protection, by Professor 
H. H. Powers, in this Journal, vol. xiii. p. 36 (July, 1899). 














THE GAS COMMISSION OF MASSACHUSETTS.* 


In an earlier series of four articleston “The Gas 
Supply of Boston,” I sketched the financial and political 
history of the companies in that city. The logical con- 
clusion from that narrative is that the relations of the 
companies to the investor, the public, the legislature, and 
the Commission, are not satisfactory. Since state action 
has not produced satisfactory results, it seems desirable 
to trace the underlying causes of this apparent failure. 
Let us ask, then, what evils have existed at the different 
stages of development, how these evils were regarded at 
the time by the public, what steps were taken to prevent 
and cure them as they arose, and how far and why such 
efforts failed of success. 

Before taking up the history of the lighting companies 
in Massachusetts, it is desirable to make some general 
reference to similar companies in other parts of the 
country. 

When it began to dawn on the public mind that com- 
petition in the gas business was no protection against 
corporate abuses and excessive charges, and when com- 
petition by the introduction of new processes and methods 
became so intense as to make the investment in this in- 
dustry insecure, new relations had to be established 
between these companies and their patrons, on the one 
hand, and the companies and the public authorities, on the 
other. The consumers wanted good cheap gas, although 
their ideas of a reasonable price were necessarily vague ; 

* The legal title of this body since the Electric Light Companies were 
placed under its jurisdiction (Acts of 1887, c. 382) is ‘* The Board of Gas and 
Electric Light Commissioners” ; but, since I am here concerned with the board 
chiefly in its relation to the Gas Companies, I shall refer to it briefly as ‘“‘ The 
‘Gas Commission.” 


+ Published in this Journal for July and October, 1898, and April and 
November, 1899. 
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and the companies wanted protection from competitors. 
The general public, so far as it had any views on the sub- 
ject, believed that experience had demonstrated that gas 
must be supplied either by unregulated private companies 
or directly by public authority. Corporate managers had 
preferred, from the very beginning of the great develop- 
ment of the modern business corporation, to bear the 
expense of buying off competitors rather than to make 
known to the public the affairs of the companies. The 
undertakers of gas enterprises, for reasons already indi- 
cated, were no exception to this rule. They declared 
almost without exception that their companies were pri- 
vate undertakings, and could not legally or morally be 
subject to public control. 

It must be admitted that the absence of any effective 
control in this country, as well as such legal decisions as 
existed, lent color to this view. Virtually, no administra- 
tive control was exercised over these companies by any 
American Commonwealth ; while statutory limitations on 
the price of gas and the capitalization of companies were, 
except in Massachusetts, simply ignored. Rival com- 
panies so far had been the only weapon wielded in the 
supposed interests of the consumer. The direct fruit of 
such attempts was always the same,— over-investment and 
a rate war, followed by consolidation and unregulated 
monopoly, with prices usually sufficient to pay a dividend 
not only on the unnecessarily large investment, but also 
on the watered stock occasioned by the consolidation. 
The indirect outcome of such contests was generally a 
bitter hostility between corporations and those whom 
they served. It would scarcely be extravagant to say 
that each party had come to regard the other as an enemy 
to be exploited and injured as much as possible. One 
natural consequence of this method of procedure was that 
the companies tried to make very large gains in times 
of comparative calm to offset possible losses from future 
attacks of council or legislature. 








THE GAS COMMISSION OF MASSACHUSETTS 611 


This warfare had lasted so long that the public had lost 
confidence in the ability of the municipal governments, 
which at that time usually had the right of letting in or 
keeping out competing companies, to supervise or deal 
with the gas companies. In fact, the whole history of the 
relation of the cities to the companies in the past had 
proved that, in the matter of drawing contracts for public 
lighting, the companies nearly always overtopped the 
municipality and got the better of the bargain. With the 
exception of state inspection of the purity and quality of 
gas, and the testing of meters in Massachusetts since July 
1, 1861,* the private citizen throughout the United States 
was left to make the best terms he could with the com- 
pany. In regard to public lighting everywhere the cities 
often exacted from the companies such low prices as to 
make the prices for private lighting, under all the circum- 
stances, necessarily high. A low price for public lighting 
was often made the condition of admitting a new company 
to a city. Even then there was constant friction between 
the companies and the public authorities in regard to the 
contracts for public lights. If, then, the cities were unable, 
even at the sacrifice of the interests of the private citizen, 
to make satisfactory arrangements with the companies for 
public lighting, it could scarcely be assumed that these 
same local governments, if given legal power, could ex- 
ercise a wise and efficient supervision of the companies in 
the name of the state. 

But one remedy for existing evils, therefore, seemed 
available; namely, to forsake traditional and instinctive 
feelings on the question of local self-government, and turn 
over the control of these companies to some organ of the 
Commonwealth. For at the time of which I am now 
writing the agitation for public ownership, while not by 

*The title of this act is significant: “‘ An Act for the inspection of gas 
meters, the protection of gas consumers, and the protection and regulation of 


gas light companies.”” The bill for this act was drafted by the president of 
the Boston Company. Report of the Boston Gas Hearing of 1867, p. 440. 
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any means unknown, was not strong enough to count as 
an important factor. It was also becoming increasingly 
plain to all but a few corporate managers that the public 
was not yet prepared to settle down calmly to uncon- 
trolled private monopoly. The attitude of the managers 
of these companies towards what they regarded as inter- 
ference with their private affairs had been such for many 
years as to render futile any attempt to control the com- 
panies until changed methods of production should in- 
crease the danger from competition. No revolutionizing 
discoveries were made in the industry until towards 1880; 
although even before this date the companies had been 
alarmed at times by the introduction of petroleum, and 
towards the end of the period were seriously threatened 
by the application of electricity to illuminating purposes.* 

The two decades preceding the introduction of elec- 
tricity and water gas make a peculiar period, during which 
the organization of competing companies in nearly all the 
states caused difficulties. But the companies were able 
to maintain almost complete secrecy, and, without any 
great changes in processes, to make increasing profits. 
This came about from the great fall in the price of mate- 
rials for manufacture and plant, from many minor improve- 
ments in manufacture and choice 6f materials, together 
with an enormous increase in the demand for gas because 
of the increased well-being of a rapidly growing popula- 
tion, which was concentrating itself more and more about 
the gas companies. At the same time the increased con- 
sumption of gas made possible a much greater net gain 
from the residuals. Thus it was easy for established com- 
panies to carry the expense of driving out competitors and 
still distribute dividends as large as public sentiment 
would permit. 

So long as the companies could maintain successfully 


* The first electric lighting company was organized in Massachusetts in 
1880, under the general law. Second Annual Report of the Gas Commission, 
p. 57. 
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the secrecy of their accounts, and continued to believe 
themselves entitled to all they could get out of the public, 
one of two results was sure to follow. They would either 
adopt the practice, almost universal outside of Massachu- 
setts, of greatly over-capitalizing their investment, and 
thus distribute their total earnings without letting the 
public know the relation of their dividends to actual in- 
vestment, or, as the majority of the larger Massachusetts 
companies did (in a measure restrained by statutes against 
stock-watering),— pay the maximum traditional dividend 
of 10 per cent., put their surplus into extensions of the 
plant, and, as it were, sleep. Truly, in such a typical 
case as that of the Boston Gas Light Company, to have 
had greater earnings would have been a genuine embar- 
rassment; for the company was owned and managed by 
local residents of prominence, who did not care to violate 
the statutes by watering the stock. They dared not regu- 
larly distribute more in dividends. They had been able 
for years to meet their dividend charges and make exten- 
sions required by a rapidly growing population out of 
earnings.* There was no sign of a change in this particu- 
lar as long as the selling price of gas remained relatively 
so high. 

It did not seem wise to the management to call public 
attention to the great prosperity of the company by reduc- 
ing prices to such a point as would probably give the same 
net income from much larger sales.t Until the public 
could acquire more knowledge in regard to the cost of 

* During the fifteen years ending June 30, 1892, this company, with a share 
capital of $2,500,000, put $3,300,000 of its earnings into'extensions, or at the 
rate of 9 per cent. of its capital stock per year. For the last three years of 
this period the surplus went largely to the Bay State Company. Hence it is 
fair to assume that the company was regularly meeting all its legitimate ex- 


penses and showing net gains of fully 20 per cent. per annum, See Eighth 
Annual Report of the Gas Commission, p. 255. 

+The Gas Commission, in its First Annual Report (1886), page 16, remarks 
that ‘‘some companies have seemed to prefer a small consumption at a high 
price, assuring good dividends, to an increased consumption at a lower price 
with no greater dividends.” 
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making and distributing gas, there seemed no particular 
occasion for agitation or complaint against this or similar 
companies. The management was honest, the prices, so 
far as the consumers knew, were reasonable, the divi- 
dends were not unreasonably high, and the company not 
only greatly under-capitalized, but known to be so.* This 
last fact, so far as the consumers were concerned, counted 
for much in an age of almost universal stock-watering. If 
the danger of competition could have been averted, the 
situation might have lasted indefinitely. For the rate of 
interest throughout the country was rapidly falling; and 
every increase in the investment under existing condi- 
tions, while not promising any addition to the amount 
distributed in dividends until the share capital could be 
increased, did apparently tend to make the increasingly 
handsome dividend of 10 per cent. more certain for a re- 
mote future. 

Outside of Massachusetts the business was almost uni- 
formly so profitable as to enable the companies in large 
cities to maintain high nominal dividends on an exces- 
sive capitalization. Generally speaking, the gas business 
before 1880, under old processes, was unusually profitable 
throughout the country, even after carrying the heavy 
expenses of buying up competitors. Furthermore, the 
companies appeared to be so thoroughly intrenched as to 
render useless any attempt to impose effective regulation 
upon them, even in Massachusetts. There was no public 
demand for regulation of the companies. Both the public 
and the companies were inclined to let well enough alone, 

*The property of the Boston Company was valued by the tax assessors at 


$4,129,900 in 1886, while the total capitalization was but $2,500,000. Second 
Annual Report of the Gas Commission, p. 20. 

That anti-stock-watering laws and sentiment in Massachusetts had not been 
without effect is further seen by the fact that in 1886 all the gas companies of 
the state were valued for purposes of taxation at $12,189,768 ; while their total 
capitalization (stock and bonds) amounted to but $11,731,850, nearly half a 
million less than the assessed valuation. Third Annual Report of the Gas Com- 
mission, pp. 19, 20. 
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and to jog along as they had been doing for so long a 
time. The public did not stop to consider how much 
more a 10 per cent. dividend in this industry meant in 
1880 than in the days when that rate first came to be con- 
sidered a fair one. 

All this was changed very suddenly when the holders 
of water-gas patents, the makers of electrical apparatus, 
and the promoters of electric lighting companies, all 
swept into the field at the same time. In order to get 
control of the field, these advance-guards of industrial 
progress first made the air heavy with complaints about 
monopolies, extortionate prices, inadequate service, fabu- 
lous profits, and antiquated management. City councils 
the country over proved no match for the handful of 
aggressive and shrewd manipulators in control of the new 
processes.* 

It is interesting to note that about this time the sub- 
jects discussed at the annual meetings of the various 
associations of gas manufacturers entirely changed. 
Competition occupied a prominent place in almost every 
meeting of this kind, and especially in the presidential 
addresses, for about a decade. The question before had 
been how to prevent state interference. It now became 
how to stimulate, direct, and control state interference so 
as to protect investments. The more far-seeing members 
of the associations recognized that the days of high 
charges and high profits, as measured by past standards, 
were gone forever, and that, if the companies wished to 
appeal to the state for protection, they must so manage 
their capitalization as to claim protection for “ honest in- 
vestments.” They realized, also, that a request for pro- 
tection would raise the cry of monopoly, which could be 

*It will be recalled that the ultra-conservative managers of the Boston 
Company (who were no longer young in years) had apparently taken the pre- 
caution as early as 1880 to shut out water gas by statute. See this Journal, 
vol. xii. p. 426. A bill for a state gas commission was introduced into the 


legislature, and killed in committee in 1880. The companies had not yet made 
up their minds that they needed state protection. 











516 QUARTERLY JOURNAL OF ECONOMICS 


safely met only by an acknowledgment of the state’s 
right to regulate the monopoly in the public interest. 
Furthermore, the companies knew that this meant a high 
degree of publicity,* and that an impartial commission 
to act as arbitrator between the companies and the public 
was probably the best means of meeting the new needs of 
the companies. The idea was not a new one, for disinter- 
ested persons had suggested it years before. The remark- 
able thing was the suddenness and thoroughness with 
which the gas interests | embraced the suggestion after so 
completely rejecting it for so many years. So long as 
their enormous profits seemed perfectly secure, with so lit- 
tle effort on their part, the statement that the state ought 
to exercise control over the companies appeared absurd 
and even outrageous to them. The question now be- 
came simply how much of their previous claims the 
companies could afford to give up for the sake of state 
protection ¢ against rivals. 

*Perhaps the most typical statement of the changed relations is to be 
found in the remarkable address of the late J. C. Pratt before the American 
Gas Association in 1882, entitled ‘‘ The Future of the Gas Interests.’’ Pro- 
ceedings, vol. v. pp. 156-169. Mr. Pratt was not at that time a recent convert, 
—rather, a prophet. He served for thirty-six years as the head of the Ja- 
maica Plain Company, and during all that time gave the financial statements 
prepared for his directors to the public. First Annual Report of the Gas Com- 
mission, p. 5. 

Mr. Pratt spoke in similar vein before the same association in 1886. Pro- 
ceedings, vol. vii. p. 232. 

t The Choate Committee had recommended this form of control in 1877. 
See this Journal, vol. xii. p. 424. The presidents of the American Gas Asso- 
ciation in their annual addresses took strong ground in favor of such a com- 
mission, in 1883 (Forstall), 1884 (Stedman), 1885 (Vanderpool), 1887 (Greenough), 
1890 (Taber), 1892 (White), and 1894 (Pearson). In more recent years purely 
technical matters have occupied most of the time of these meetings. Nearly 
all the gas associations of the United States for years recommended state com- 
missions for all the states. See the American Gas Light Journal, vol. xlv. 
pp. 5-7. 

¢ From 1855 to 1870 the gas companies in Massachusetts under the general 
law enjoyed a statutory monopoly until they had paid more than 7 per cent. 
dividend for five years. See Statutes, 1855, c. 146, and 1870, c. 353. But, since 
there is no constitutional prohibition of special legislation in Massachusetts, 
the legislature could at any time introduce competing companies by special 
act. 
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The vacillating policy of the board of aldermen of 
Boston in the early eighties in regard to competing com- 
panies convinced the old companies in Massachusetts that 
they could not count on any protection from such sources. 
The moment that those in control of the water-gas pat- 
ents gained confidence in their ability to make out a case 
plausible to the public, the contest between the old and 
the new under existing legal conditions became an un- 
equal one. By 1884 the promoters of new enterprises 
had worked up enough sentiment against the existing 
order of things to occasion the organization of the Con- 
sumers’ Company at Boston, and had themselves organ- 
ized the Bay State Company. Before the legislature met, 
at the beginning of 1885, the first of these companies 
claimed * that it had the legal right to lay pipes in the 
street ; and the council was wavering, so that it seemed 
likely to grant privileges in the streets to the Bay State 
Company. 

The managers of the Boston Company still regarded the 
prohibition of water gas a bulwark against competition, 
and continued to regard the new processes as valuable for 
blackmailing purposes only. With all of their self-con- 
tented conservatism, however, they recognized that the 
popular mind had been worked up to a pitch which made 
legislation against existing companies probable. As a con- 
cession, therefore, to popular sentiment, those in control of 
the Boston field had the city government petition the leg- 
islature to create a board of state gas commissioners. 

It should be observed that, although the advocates of 
new methods and improved processes had, by more or less 
direct means, created some public feeling, yet the real 
struggle from now on was not between the public and the 

*See this Journal, vol. xii. p. 424. On the basis for the claim of this com- 
a see the opinion of Mr. E. R. Hoar, printed in the Advertiser of January 12, 


+ The city of Boston presented a similar petition to the legislature in 1867 
as an alternative to threatened competition. 
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corporations, but between the old corporations and the 
new. This fact has a most important-bearing on the later 
course of affairs. The petition for a state commission was 
approved by the city before either of the new companies 
gained admission to Boston, and while “a bitter struggle 
was impending with the Consumers’ Company” in the 
council.* 

The legislative committee to which this matter was first 
referred reported adversely on April 10, 1885. Although 
the Boston Company virtually drew the first bill,t the 
thing that company most wanted —namely, protection 
against competition — was not included in the first draft, 
but was introduced afterwards by representatives of the 
company. 

Although the bill was hotly contested,f and debated at 
unusual length,— not less than thirteen set speeches being 
made on the motion to pass to the third reading in the 
House,—1t was reasonably certain from the beginning that 
it would pass in substantially the form desired by the 
companies. 

The Bay State Company got its rights in the streets 
before the bill became law. It was, perhaps, fortunate for 
the subsequent history of the Commission that the contest 
over its creation had been confined almost exclusively to 
the companies; for this gave the Commission time to or- 
ganize and acquire knowledge before it was called upon to 
take any action on controverted points. For reasons made 


*See p. 4, Arguments of W. E. L. Dillaway before the Public Service Com- 
mittee, legislature of 1885. 

t On the relation of the Boston Company to this bill, see the Boston Adver- 
tiser of February 21 and May 29, 1885, and the Journal of May 28, and the Globe 
of May 29. All the newspapers of prominence, except the Globe, supported the 
bill. 


t The opponents of the bill stole a march at one stage, and by a vote of 80 
to 57 struck out the clause limiting competition (Federhen amendment). Upon 
reconsideration this amendment was voted down by 73 to 55; while a similar 
amendment was lost in the Senate on June 2 by a vote of 5 to 22. 

The act was approved, and went into effect June 11, 1885 (c. 314), entitled 
“* An Act to create a Board of Gas Commissioners.” 
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plain in the previous articles the two chief parties, the 
Bay State and the Boston Companies, did not care to bring 
any case before the Commission for some years; and the 
public took but little interest in its affairs. Both the 
great companies were disappointed: the old, that it did 
not get the Commission established before the other com- 
pany was let in; the new, that the Commission was estab- 
lished at all. The other companies of the state, not 
realizing the extent of the impending revolution in the 
industry, had but little fear of reduction of price by the 
Commission, and were glad, on the whole, to have the pro- 
hibition of competition, although, perhaps, underestimating 
its importance. 

The original act has not been essentially changed, ex- 
cept by constantly enlarging the powers, functions, and 
duties of the Commission. The Commission consists of 
three members appointed by the governor with the con- 
sent of the council for terms of three years, one going 
out each year. The commissioners are removable for 
cause only, and after a public hearing. The governor 
designates the chairman of the board, and with the con- 
sent of the council appoints a permanent clerk. 

The Commission from the start was given general super- 
vision of all the companies in the state, and required to 
see that they obey the law. In order to provide itself 
with the necessary information to enable it to carry out 
this provision, it is armed with practically unlimited in- 
quisitorial powers.* The powers of this nature granted 
the Commission are much larger than have ever before 
been given in this country to any similar Commission 
dealing with industrial or financial interests. Upon the 


* The original act gave the Commission the right to prescribe the form of 
the annual reports to be made by the companies. Upon the recommenda- 
tions of the Commission, later acts allow the Commission to prescribe the methods 
of keeping the books and accounts of the companies, and even to require the 
companies to keep such station and distribution records as the Commission may 
direct. Acts of 1886, c. 346, and Acts of 1896, c. 480. 
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complaint in writing of the mayor or aldermen of any 
city or of the selectmen of any town, or of twenty con- 
sumers of any company, in regard to the quality or price 
of gas, the Commission may, after a public hearing, order 
such an improvement in the quality or reduction of the 
price as seems good to it. 

Any interested party may appeal to the Commission 
from a vote of the local authorities either shutting out or 
letting in a competing company.* The decision of the 
Commission (after a public hearing) on such appeals is 
final. The Commission is required to report all viola- 
tions of law on the part of the companies to the Attorney- 
General, and may apply directly to a court of equity ¢ to 
enforce the law and all lawful orders of the board. The 
act also requires the Commission to make an annual re- 
port to the legislature, with recommendations of needed 
legislation. 

It is fortunate that the powers of the Commission were 
no greater at the beginning, and that they have been en- 
larged from time to time as the Commission has felt its 
way and become better qualified to act wisely in a con- 
stantly widening field. Although the legislature has on 
several occasions, under the pressure of private interests 
and excited public opinion, acted contrary to the advice 
and better judgment of the Commission in regard to new 
legislation, it has never tried to interfere directly with the 
Commission by transferring or controlling its powers or 
compelling it to act or refuse to act in any particular 
manner. 

No formal case was presented to the Commission for 
adjudication until it had been organized about a year and 

*The local authorities are forbidden to vote to let in such competing com- 
pany, except after a public hearing before them. 


t By chapter 426, Acts of 1896, any justice of the Supreme Judicial Court or 
of the Superior Court is given equity jurisdiction in term time or vacation, upon 
the application of the Commission, to enforce any law or any lawful order of 
the Commission in regard to the supply of gas or electric lighting. 
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a half. Meantime it had made elaborate investigation on 
gas matters inside and outside the state, had got the 
reports of the companies into fairly good order,* and by 
personal visits to the works and managers of every company 
under its jurisdiction had exercised great influence on 
the accounts, over which at that time it had no compul- 
sory powers. The First Report, 1886, deals largely with 
non-controversial matters, such as the necessity of uni- 
formity of accounts and of fiscal years, accidents from 
‘gas, the theory of capitalization, the danger of allowing 
franchises to be leased or sold and of allowing companies 
to be managed entirely by non-residents. 

The legislature attempted to embody in the actt of 
1886 (c. 846) most of the recommendations of the Com- 
mission, and to prevent anticipated evils on the part of 
the Bay State Company. 

In the Second Annual Report the Commission implied 
that in its own estimation it had already become the ex- 
pert arm of the legislature in gas matters by saying ¢ that 
it had not suggested any form of legislation, but that the 
commissioners stood ready to place any knowledge in 
their possession at the service of any committee of the 
legislature. In fact, the commissioners aspire to be not 
only the advisers of the legislature, but also general 
sources of disinterested information in all lighting mat- 
ters. This is shown by the statement in the Seventh An- 
nual Report § that, “in addition to the duties imposed by 
the statute, it (the Commission) has been frequently con- 
sulted by city and town committees, managers, and in- 

* That there is room for still further improvement in this particular may 


be inferred from the argument of Mr. G. W. Anderson in the Haverhill 
ease, December 13, 1899, pp. 6, 7, pamphlet edition. 


t The act forbade the leasing or sale of works or franchises, the issuing of 
bonds below par or in excess of the capital stock; authorized the board to 
compel service, placed individuals selling gas under the jurisdiction of the 
board, gave the Commission the right to inspect books and accounts, and fixed 
a uniform financial year for all the companies in the state. 


t Page 58. § Page 3. 
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vestors in regard to questions concerning gas and electric 
lighting. Those interested in these matters have come to 
regard it as the most convenient source from which to 
obtain reliable information as to the standing and finan- 
cial operations of the companies, and their relation to the 
local authorities, as well as in regard to many of the tech- 
nical features of the business.” 

While it is doubtless possible for the Commission to 
overestimate its influence on legislation, and while it is 
beyond question that the legislature has at certain critical 
points ignored the advice of the Commission, it is cer- 
tainly desirable that this advisory function should become 
amore and more prominent one. It is also plain that, if 
the Commission proves able to maintain its existence per- 
manently, it must become a more and more important 
source of general information on lighting matters; for 
its opportunity of acquiring information capable of com- 
parative use is not only unique, but is even greater than 
that of those actually engaged in the management of com- 
panies. 

The Commission has met with but little direct oppo- 
sition * from the companies, but has had great difficulty 
in getting the accounts kept properly and the annual 
returns to the Commission sent in promptly.| Probably 
the most important work of the earlier years consisted 
in getting the companies to keep their books and 
accounts in such a way that the managers themselves 
could know what they were about, and the Commission 
could use the reports of the companies for purposes of 
comparison. When this result had been reasonably at- 
tained, one of the greatest temptations to loose and dis- 

*I have discovered, in the whole history of the Commission, but a single 


case where a company formally refused information to the board. That was 
a case in which the company was just ready to go into insolvency. 

t The delay in making returns was partially checked when the legislature, 
upon the recommendation of the board, fixed a per diem penalty forjsuch 
delay. Acts of 1891, c. 263. 
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honest management of companies disappeared; for it 
could not be supposed that such management could escape 
detection, and the certainty of being found out is always 
one of the greatest deterrents from unlawful or improper 
conduct of any kind. 

But work of this kind, however important, is not apt 
to be highly appreciated by the public. In the beginning 
the Commission had but two powers likely to attract im- 
mediate favorable public notice,— those relating to price 
and to competing companies. So far as the people con- 
sciously expected benefit from the Commission, they prob- 
ably looked for it from price reductions by direct order. 
Even this expectation was so vague as to overlook the 
fact that the power could not be exercised by the Com- 
mission upon its own initiative. Many of the criticisms 
passed upon the board in regard to price reductions show 
that the public even yet usually overlooks the fact that 
the Commission has no initiative at this point. 

As a matter of fact, but few requests for reduction of 
price have been presented to the board. Many of these 
have been withdrawn before a decision was reached, be- 
cause the company voluntarily met the original demands 
of the petitioners or effected some other satisfactory com- 
promise. It is a striking fact, however, that in fifteen 
years the board has acted adversely on but two petitions 
for a reduction of price. In both of these cases the Com- 
mission seems to have justified its decision at the time to 
the petitioners.* 

I believe it can easily be shown that the chief effect of 
the Commission on price has not only been an indirect 

*The cases were those against the Cambridge and the Arlington Com- 
panies, both brought soon after the great agitation and legislative investiga- 
tion of the Bay State Companies in 1893, The Cambridge Company had earned 
only a fair dividend on capital contributed by its stockholders, and carried a 
surplus which would, the board believed, enable it to make further voluntary 
reductions in price. It had already reduced its price by nine stages from $3.50 


to $1.35 per thousand feet.— The Arlington Company, from the nature of its 
territory, could not expect large increase of sales from a reduction in price, 
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one, but has come largely from action in which the ques- 
tion of price was not a direct issue. Nevertheless, since 
we can best judge of indirect influence by a study of 
direct action, let us consider briefly some of the more 
important cases dealing directly with the price of gas. 

The first important case of any kind brought before the 
Commission was a complaint presented January 4, 1887, 
by the consumers, against the quality and price of gas 
furnished by the Worcester Company. There could 
scarcely have been a case in which all the circumstances 
were more favorably arranged to enable the Commission 
to establish methods of procedure, and to lay down the 
general principles of government regulation by com- 
mission. 

The Commission has from the beginning assumed that 
the state, in establishing a Commission, meant to obtain 
through regulated monopoly the benefits heretofore 
sought by competition.* According to this view, monop- 
oly is a special privilege granted solely in the public 
interest. On this basis the protected monopoly is not 
entitled to charge more than is sufficient, with honest, 
progressive, and efficient management, to give a fair rate 
of income on the capital actually contributed by the 
stockholders. The doctrine of efficient management has 
been enforced in England for a generation, but was applied 
by this board for the first time in the United States. 
and had never paid a fair dividend on the actual investment. The justice of 
the decision in this case is shown by the fact that the company failed and went 


into insolvency in March, 1899. Tenth Annual Report, pp. 12-14, 21, 23. Fif- 
teenth Annual Report, p. 5. 

During the present year the legislature has taken the initiative in ordering 
the Commission to consider the expediency of reducing the price of gas in both 
Lynn and New Bedford. In the first of these cases the decision (May 15, 
1900) was against any reduction. In the New Bedford case (decided June 6, 
1900) the board reduced the price slightly, and the company promptly accepted 
the decision. 

* This view was confirmed by the Supreme Court in 1892, in the case of 
Attorney-General ex rei. Board of Gas and Electric Light Commission v. The 
Walworth Light and Power Company. 
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The Commission believed that, as the legislature in 
creating the Commission meant to introduce a new prin- 
ciple, so it intended also to break entirely with the old 
method of procedure. The old method was to proceed to 
enforce statutory provisions by means of the ordinary 
civil courts, with all their inevitable delay, expense, and 
technicality. It generally happened in such cases that all 
the important evidence was in possession of one party, 
with the burden of proof on the other. This system 
broke down more thoroughly, perhaps, at this point than 
at any other. The attempt to employ expert witnesses 
proved comparatively useless: first, because the only men 
whose knowledge justly entitled them to be called expert 
were too expensive for the plaintiff to employ as wit- 
nesses ; second, because such men expected future perma- 
nent employment from the companies, and, therefore, 
would not incur their enmity by testifying; and, third, 
because, however much knowledge they might possess, it 
was generally knowledge of a different set of circum- 
stances from those under consideration. The Commis- 
sion, therefore, on the supposition that it was created in 
order that it might gather and become a depositary of 
a large body of comparative expert knowledge, acquired 
from every available source, refused to allow this first 
important case to turn on evidence furnished by the 
petitioners, who in such cases rarely have any accurate 
knowledge on the cost of making and distributing gas. 

In addition, therefore, to taking all the evidence offered 
at the hearing in this as in all later cases, the board felt 
justified in making on its own initiative a most thorough 
examination into the history, policy, methods, and condi- 
tion of the company from its organization.* This exami- 
nation extended not only to the manufacturing and dis- 
tributing plants, the station records, the books of account, 

* In later cases the Commission has employed experts to make such an ex- 


amination when that method seemed likely to furnish a sounder basis for judg- 
ment. 
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the corporate records, and the material on hand, but even 
to the services, pipes, burners, and fixtures in private 
buildings supplied by the company. In other words, the 
Commission, far from being bound by strict rules of evi- 
dence and procedure, applied to the case all the knowledge 
in its possession, including that obtained not only from 
years of study, but also from previous inspections of this 
and other companies, and from the sworn returns of every 
company in the state. The board was thus able to use 
its own previous knowledge as a general standard by 
which to measure the local circumstances in the particular 
case. 
It appeared that the Worcester Company had from its 
organization — more than a generation ago— enjoyed an 
undisturbed monopoly in the second largest city in the 
Commonwealth, and had, during nearly the whole of this 
period, paid an annual dividend of 10 per cent. on its share 
capital, which had been fully paid in cash. The Commis- 
sion found that the price was high and the number of con- 
sumers small for so large a city; that the total consump- 
tion was not more than a third to a half what it ought 
to be; and that, although the stock had never been wa- 
tered, the capitalization was altogether too large for the 
output. The management was declared to be “narrow 
and illiberal,” and the distributing system inadequate in 
extent and quality, even for the consumption of that time. 
The board recommended * very heavy expenditures for 
reconstructions and extensions, and a reduction of the 
price of gas from $1.80 to $1.50 net per thousand feet. 

A few years later, and just after the company had volun- 
tarily reduced the price from $1.50 to $1.40, the mayor 

* The statute authorizes the Commission in such cases to order a reduction 
in the price. The uniform practice, however, has been in the first instance 
simply to recommend. Such recommendations were always accepted by the 
companies until the Haverhill Company, to which reference will be made later, 
rejected the recommendation of January 23, 1900. 


In a few cases companies have petitioned for a rehearing, alleging changed 
circumstances or new evidence. 











THE GAS COMMISSION OF MASSACHUSETTS 527 


and aldermen of Worcester petitioned the board for a still 
further reduction of price. It appeared that, since the 
previous reduction by the board, the company, in carrying 
out the suggestions made in regard to reconstructions and 
extensions, had spent $350,000 without any increase of 
the share capital, which still stands at $500,000. By re- 
ducing the dividends,* the company had been able to put 
$250,000 out of earnings into these improvements, the re- 
maining $100,000 being represented by outstanding bonds. 
The Commission, while commending the company for 
faithfully carrying out the earlier suggestions of the board, 
found still further expenditure for improvements neces- 
sary. It refused to sanction the idea of a stock issue for 
such purposes, declaring in this as in all other cases that 
“the ordinary demands which a progressive management 
desires and is bound to meet may fairly be provided out of 
income, when the price of gas is not made so high as to be 
burdensome.” ¢ In the face of all these facts, and not- 
withstanding the previous voluntary reduction of price 
and the already reduced rate of dividend and the existing 
debt, the board lowered the price once more to $1.25. 

As will appear later, this theory of capitalization, which 
has been consistently adhered to by the board, leads 
inevitably in the case of growing companies to a large 
surplus; and such a surplus, after it reaches a certain 
limit, offers temptations, apparently irresistible, to capital- 
ize it directly or indirectly. 

Some of the peculiar difficulties of dealing with such a 
surplus, as well as some of the perplexities of determin- 
ing what is a fair price of gas in the complexity of modern 
industrial conditions, will come out if we consider a few 
other typical petitions for a reduction of price. 


* The first year after the reduction the dividend was but 6 per cent., the 
next year 6 1-2, and for the next seven years 8 per cent. 


t Tenth Annual Report, pp. 31-33. 
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A case was brought against the Springfield Company 
in 1898. This company, while paying regular annual 
dividends of from 8 to 10 per cent., and carrying a steam- 
heating plant at a heavy loss, increased its capital stock 
from $50,000 to $450,000; and the subscribers paid for 
this new stock chiefly from the proceeds of extra divi- 
dends. The proceeds from the increase of stock were 
then, for the most part, put into extensions. That is, 
although there was no technical violation of law, the 
company in essence simply capitalized its surplus earnings 
from the sale of gas. The Commission recognized that 
the company, in maintaining the steam plant and capital- 
izing the surplus in this manner, had violated no law. 
But it could not see why the consumers of gas should be 
made to bear the burden of the loss on the heating plant ; 
while the attempt to earn full dividends on the capitalized 
surplus, in the opinion of the Commission, was contrary to 
the policy of the state as understood by the Commission. 

The theory of the Commission in regard to the surplus 
arising from the earnings of the company was, and is, that 
such surplus, being contributed entirely by the consumers, 
so far as it is not necessary as a sort of insurance fund to 
guarantee future dividends on the original capital con- 
tributed by the shareholders and to enable the company 
to make future reductions of price, has no reason to exist, 
and has been taken from the consumers by an unjust 
price. It follows, therefore, that, although a surplus of 
this kind belongs legally to the shareholders, the con- 
sumers, in the eyes of the Commission, are entitled to 
share in its benefits. Following such reasoning, the board 
fixed the price at $1.40 net,* thus penalizing the company 
for capitalizing its surplus. The board expressed the opin- 
ion that the price fixed would require either “a substantial 
increase of business” or a reduction in the dividends. 


* The price had been $1.65, with special discounts to very large consumers. 
t Ninth Annual Report, p. 9. For fifteen months after the decision the 
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In this case the surplus had already been indirectly, 
but legally, capitalized before the case was begun. On 
the other hand, the petition against the East Boston 
Company (1898) was virtually a petition of the consumers 
for an interest in the as yet uncapitalized surplus of about 
85 per cent., one-half of which was invested in extension, 
the other half in interest-bearing securities. There had 
been no violation or evasion of law, dividends had been 
moderate, the management had been friendly and efficient, 
and prices had heretofore been considered just for both 
the public and private lighting. In fact, the prices for 
the public lighting had usually been the same as those 
charged by the neighboring Boston Company in very 
much richer territory. 

In the opinion of the Commission the surplus was 
chiefly due, under good management, to relatively fixed 
prices somewhat lower than those charged by other com- 
panies similarly situated, in a community rapidly grow- 
ing in wealth, population, and industry. Since there is 
no legal limitation of dividends, the Commission could not 
deny the legal right of the company to distribute this 
surplus in the form of dividends; but it declared that 
such a policy would probably prove fatal to the prosperity 
of the company. Therefore, on the basis of the principle 
already laid down, to the effect that the surplus is for the 
joint benefit of the consumers and the company, the Com- 
mission reduced the price from $1.75 gross to $1.50 net 
per thousand, with the statement that the surplus would 
insure the company against hardship in case the reduced 
price failed to bring sufficient increase of sales to main- 
tain the dividend.* 

Two cases against the Chelsea Company present some 
company maintained its usual rate of dividend,—8 per cent.,— but since that 
has paid but 6 per cent. annually. 


* Ninth Annual Report, pp. 9-11. The company has maintained a 10 per 
cent dividend rate since, with the exception of the single year 1897, when it 
paid but 9 per cent. 
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new and interesting points of view. In 1890 the board 
reduced the price charged by this company to $1.80 (with 
a special rate of $1.75 for large consumers), and suggested 
the desirability of a reduction in the dividend, which had 
been at the rate of 6 percent. This decision rested on 
the fact that an earlier management had, although keeping 
within the law, over-capitalized the company, and that the 
present management, while honest, was inefficient. When, 
three years later, the second case against this company 
was heard, it appeared that the previous reduction of 
price had not greatly increased the sales, and that profits, 
but not the dividend rate, had somewhat decreased. The 
board fixed a uniform rate of $1.65 per thousand. 

Shortly thereafter the company petitioned* for a re- 
hearing of the case, setting forth: (1) a heavy loss by fire 
since the decision ; (2) a large dropping off in sales, due to 
the business depression ; (3) the necessity for more expen- 
sive improvements than were foreseen at the time of the 
decision; (4) a probable saving of expense, if a discount 
for prompt payment should be allowed; and, finally, (5) 
that the rate of dividend had already fallen to 5 per cent. 
The case was reopened ; and, as a result, a maximum price 
of $1.70 per thousand on all bills paid by the 25th of the 
month in which they are presented was approved. The 
Commission did not anticipate that such a price would 
yield more than 5 per cent. dividend. In the long run 
this expectation was justified. The company raised its 
dividend rate for that year to 6 per cent., but since that 
date has never paid in any one year more than 5 per cent., 
averaging’ about 44. This low rate of dividend was 

* The petition was brought under chapter 350, Acts of 1888. It was not until 
this act was passed that a company could initiate proceedings before the board 
to determine the price of gas. The price fixed by the board upon petition of a 
company cannot thereafter be changed except by the consent of the board. 
By the same statute a price fixed by the board, upon a petition of the consumers 
or the public authorities, cannot be raised without the consent of the board. It 


would appear that, when a price has been fixed at the request of a company, the 
company is thereby prevented from selling below cost. 
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brought about by the Commission when there was no 
charge of dishonesty or stock-watering, but on the sole 
ground of excessive capitalization, caused by improvident 
and injudicious management, chiefly at an earlier date, by 
a different set of managers. 

The case of the Charlestown Company (1894) presented 
a genuine example of stock-watering. The stock in ques- 
tion was put out to represent “the supposed increased 
value of the plant” before the statutes forbade such issues. 
During the first fifteen years of its existence the company, 
notwithstanding the water in its stock, paid 8 per cent., 
and for the remaining twenty-seven years 10 per cent. 
annually. The Commission, in the belief that, under 
such circumstances, the rate of dividend ought to be re- 
duced and the burden of necessary improvements placed 
upon the stockholders, fixed the price at $1.40, when bills 
are paid promptly. The result of the decision was to re- 
duce the annual dividend for the next three years from 
10 to 6 per cent. 

One of the most striking cases in regard to price was 
that against the Brockton Company in 1895. Through 
speculative management, improper leases, and absurd, if 
not dishonest, expenditure for patents (under arrangements 
entered into, however, for the most part before such prac- 
tices were prohibited by statute), the company had been 
greatly over-capitalized. It was, nevertheless, paying 
about 6 per cent. annually on all its stock ($178,500) and 
bonds ($100,000). The board reduced the price of gas 28 
per cent., to $1.50, on the supposition that such a price 
would give a fair return on the cost of duplicating the plant. 
The board declared that “the burdens of reckless manage- 
ment belong to the corporation, and not to the public,” 
and “that the profits of companies supplying this kind of 
public service must compare favorably with those which 
a new company might need to pay a fair dividend, when 
fully equipped to render the same service.”* This de- 

*Eleventh Annual Report, p. 14. 
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cision went into effect at the beginning of the fiscal year 
1895-96, and since that time the company has not declared 
any dividends. 

In 1896 the Commission reduced the price charged by 
the Malden and Melrose Company from $1.60 to $1.50 
per thousand feet, on the sole ground that the company 
had “failed to attain a high standard of efficiency,” and 
in order to “compel the company to employ the strictest 
economy and the highest technical skill.” This company 
had not only not watered its stock, but had actually 
issued about one-third of it “at a price much above par,” 
and had rarely exceeded a 6 per cent. dividend. It may 
be inferred that the decision had the desired effect, as the 
usual rate of dividend has since been maintained. 

By far the most interesting cases involving the question 
of price and surplus were those against the Haverhill Com- 
pany. This company had always had a monopoly, and 
had always been well managed. Since 1871 it had had a 
share capital of $75,000 and a constantly growing surplus. 
On July 1, 1894, the Commission reduced the price from 
$1.40 to $1.30 per thousand, on the ground that the com- 
pany already had a surplus of about $132,000, with an 
income more than sufficient to make all needed extensions 
and pay its regular dividend of 10 per cent. The Com- 
mission especially commended the “honorable record of 
the company,” and, reiterating its well-established views 
on extension and surplus, said: “ Everything which the 
company under discussion has taken in the past from its 
custemers, except the cost of manufacture, including reg- 
ular dividends upon its capital, is to-day existent and 
used for the benefit of its consumers. The stockholders 
from all this increase receive only a practical guaranty of 
a 10 per cent. dividend.” 

Those in control of the company did not propose to 
see its great surplus disappear at the hands of the Com- 
mission, nor to accept $7,500 yearly as a satisfactory com- 
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pensation for the use and management of a property 
already worth about a quarter of a million dollars, and 
constantly increasing in value with the rapid growth of 
the city. The directors, after allowing the surplus to 
increase for two years more, braved public opinion, and 
for the years 1897-99 paid extra dividends of 3, 40, and 
10 per cent. respectively. Knowing that such dividends 
meant appeals for further reduction of price, the owners 
in June, 1899, undertook to realize on the surplus in 
another way. They sold the stock outright for $500,000 
cash to the Haverhill Gas Securities Company, organized 
under the general laws of Massachusetts, apparently for 
no other purpose than to make a profit from the surplus 
of this gas company. The promoters of the Securities 
Company first got an option on the stock of the gas 
company, then organized their company, paying its 
capital stock ($500,000) in cash. They next paid this cash 
for the stock of the gas company. Thereupon they is- 
sued a 5 per cent. loan of the Securities Company for 
$500,000, putting all the property, franchises, and stock of 
the gas company in trust * to secure the loan. It is to 
be presumed that the proceeds of the loan went to replace 
the $500,000 originally subscribed for the stock of the 
Securities Company,t leaving the bondholders of the 
Securities Company the only persons with any money in- 
vested in the enterprise; while the shareholders of the 
Securities Company had the exclusive management of the 
property. The tangible property of the gas company 
was estimated in this sale at $425,000, and the good will 
at $75,000. 

In the Fifteenth Annual -Report (1900), pp. 6-8, the 
Commission condemned this whole transaction as “a defi- 

*On the question of the legality of this deed of trust under the Act of 


1886, c. 346, and the anti-stock-watering acts of 1894, see pp. 26-36 of the argu- 
ment of Mr. G. W. Anderson, referred to above, p. 521. 


t Provision was made for a possible additional loan of $100,000 for ex- 
tensions of the gas-works. 
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ance of what for more than thirty years has been the well- 
understood policy of the state toward such corporations,” 
and recommended that the legislature forfeit the charter 
of the Securities Company. Almost as soon as the exist- 
ence of the Securities Company became known, the City 
of Haverhill asked the Commission to reduce the price of 
gas. The price already stood at $1, the minimum ever 
reached by any company in the state, save during the 
stress of actual competition. Because of the relative 
largeness of the surplus, the speculation based upon it, 
the recent large extra dividends, the already low price, 
and the uniform rulings of the Commission on the ques- 
tion of surplus, the case was truly a remarkable one. 
The board, having in the earlier case specifically ruled on 
the equitable disposition of this particular surplus, and 
having previously condemned the Securities Company for 
trying to evade that ruling, was virtually compelled to 
maintain its previous ruling, and to fix a price that would 
strike a blow at the Securities Company. No half-way 
measure was possible. The price was fixed at 80 cents 
per thousand after February 1, 1900. The company 
promptly appealed to the courts against this action of the 
Commission, on the ground that the price named was un- 
reasonable. 

Whatever the outcome of this legal contest, the prestige 
of the Commission is likely to suffer. The Commission 
and the legislature, as a result of this ruling, are fairly 
overwhelmed with petitions for price reductions. The 
politicians and the voters generally in all the larger cities 
are not likely to consider the amount, origin, or signifi- 
cance of a surplus, but to demand gas as cheap as the 
people of Haverhill get it. Should the Commission be 
sustained by the courts, the pressure for a reduction of the 
price charged by companies less favorably situated must 
therefore become almost, if not quite, irresistible. On 
the other hand, if the court decides against the Commis- 
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sion, the people will lose confidence in the judgment of 
the Commission, while every company will contest or 
threaten to contest official price reductions. 

Although the Commission has on one or two occasions 
intimated * that accumulated earnings may possibly be 
permitted to earn dividends at a reduced rate, it bas 
never for a moment admitted the justice of a higher rate 
than 10 per cent. on the capital contributed by the share- 
holders. Its rulings on extensions and on surplus clearly 
commit it to a non-capitalization of profits and the mak- 
ing of extensions out of earnings. Without predicting 
how the court will decide this or any other particular 
case or expressing an opinion on the justice of the ruling 
of the Commission in the Haverhill case, I think it safe to 
say that, where so large a surplus as that of the Haverhill 
Company or of the Boston Company has been lawfully 
acquired, the owners will, in one way or another, realize 
an income out of it in spite of any commission or statutes. 
The evil is done — if it is an evil —— when the surplus has 
been created ; and, until American governments are much 
stronger than they now are, it is at least doubtful if any 
administrative body can wrest from its legal owners by 
price reductions so large a surplus as this, or if to do so is 
not to punish one set of owners for the supposed misdeeds 
of another set. 

The foregoing account serves to make plain the origin 
of the Commission, and sufficiently illustrates the theory 
which has governed its action in regard to the price of 
gas.| We have seen that almost every petition for a re- 
duction of the price has been acted upon favorably by the 
Commission, and that the reductions, in accordance with 
the expectations of the Commission, have usually reduced 
or even destroyed dividends. This indicates that the 


* See the Ninth Annual Report, p. 8, and the Tenth Annual Report, p. 23. 


+The peculiar characteristics of the reductions in the case of the Bay 
State and Brookline Companies should be recalled at this point. See this 
Journal, vol. xiii. pp. 300 and 307, 
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Commission has had an important direct effect on the 
price of gas in the cases brought before it. Such a policy 
must have had a great effect, also, in causing voluntary 
reductions and in preventing action of any kind on the 
part of the companies likely to call forth petitions for 
price reductions. It goes almost without saying that 
temptation to over-capitalization will disappear if it ever 
becomes clear that the Commission has the inclination 
and the power to prevent the payment of dividends on 
an excessive capitalization. In the light of the above 
facts, it can scarcely be questioned that the indirect in- 
fluence of the Commission on the price of gas exceeds the 
direct effects. A good commission, like a good police 
force, is chiefly valuable for the evil its very existence 
prevents, without any action whatever on its part. 


JoHN H. GRAy. 
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COMPETITION, ACTUAL AND THEORETICAL. 


Tue word “competition” is in constant use in common 
speech to designate a great variety of efforts on the part of 
those engaged in like occupations to secure some advantage 
over each other. It is also freely employed in economics to 
express the wholesome restraint which those in the same line 
of business exert on each other in reference to the prices of 
commodities and of services and their quality. In economics, 
competition is opposed to monopoly, and is relied on as a ruling 
force by which production is harmonized with the public wel- 
fare, and the wheels of commerce made to travel together 
without collision in one broad thoroughfare. It has been re- 
garded as an essential condition of progressive yet concurrent 
and restrained action. 

The competition which prevails in business is oftentimes very 
different from that contemplated in economics, and may be 
directly hostile to it in results. The business man assumes 
that he has, in his methods, the justification of fundamental 
social laws simply because, using the same language as the 
economist, he designates his relation to his rivals as that of 
competition. For this error the economist is frequently at 
fault. He fails to distinguish between the use and abuse of 
competition, and between the very different modes of busi- 
ness that go by that name. He gives no definition of 
competition. He employs it as a word of such wide and fa- 
miliar use as to require no definition. It is this very breadth 
and familiarity which make definition necessary, if we are not to 
confound under the same word forms of business as wide apart as 
they well can be, and utterly dissimilar in their social and ethical 
bearings. The competition involved in the reconciliation of 
productive processes is definite and restricted, and cannot be 
left, without great confusion, to slide into the forms of rivalry 
which common practice and common speech bundle together 
under this convenient and apologetic word. 

Competition, as used in economics, should be defined in rela- 
tionto the general purpose of the science, and the part as- 











LS 


ee ae 
a, 





a eS 








——_— 


538 QUARTERLY JOURNAL OF ECONOMICS 


signed it among productive forces. Economics is the science 
of wealth,— its production, distribution, and exchange. The 
wealth contemplated is not the wealth of the individual, but 
the collective wealth of the community, whose various pro- 
ductive forces are under consideration, Economics inquires 
how far these activities are concurrent, and how they can 
best be made to minister to the general wealth. In this discus- 
sion it looks to competition as an important means of reconcil- 
ing individual and collective prosperity, and subordinating the 
one to the other. The competition, therefore, which it con- 
templates and commends, is that competition, and that alone, 
which harmonizes all claims in and under the general wealth. 
Economics assumes, without discussion, honesty in all busi- 
ness transactions, not because theft and fraud may not increase 
individual wealth, but because they cannot increase collective 
wealth. They are not productive agents, and they embarrass 
such agents in their exercise. If there are, therefére, forms of 
competition which tend to the general welfare, and other 
forms which tend against it, the first alone are recognized in 
political economy, and gain by means of it the force of a 
law. The criterion of competition, the criterion of every 
method of production, is its power to increase the general 
wealth,— its relation to harmonized industries. Competition, 
then, in economics is the comparison of the productive powers 
of different persons as expressed in prices,— prices being the 
direct measure of remunerative labor. The kinds of com- 
modities and the prices of commodities define the status of 
each productive agent in reference to the general wealth. 
Competition is a simple act of comparison by which this inner 
relation of serviceableness is brought out. Competition is not 
overreaching or underreaching a rival: it is outstripping 
him. The productive agent who can furnish profitably to 
himself a superior commodity, or one better adapted to men’s 
wants, or one of a given quality at a less price, thereby com- 
mands the market. This he does, in an economic discussion, 
for two reasons. The first and chief one is that in comparison 
with his more indolent or less intelligent competitor he in- 
creases the common wealth, The second reason is that he at 
the same time increases his own wealth. Economic competi- 
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tion must add to the general wealth : otherwise it is not among 
constructive forces. It must add to the individual wealth, or 
there is no incentive to the appropriate line of effort. Eco- 
nomic competition contemplates, then, as an indivisible result, 
the wealth of all, and the wealth of each of its agents. If 
either of them fail, the other fails with it. Competition in 
economics is simply securing an expression of productive 
power in its relation to the community and to the individual, 
and nourishing that power according to its importance. All 
forms of competition which are intended to promote the 
wealth of the individual at the expense of other individuals, 
at the expense of the community, can, in economics, only 
receive censure as obstructive of the general welfare. 

Competition, therefore, that lowers the price of a commodity, 
not because of any superior productive power, but simply 
to drive a competitor from the market, is antagonistic to 
the law which finds enforcement in economics. In itself it 
is a criminal act, and should be so regarded by civil law. 
It has no more reference to the public welfare than theft, 
is as unprovoked an interference with the rights of another, 
and frequently inflicts a far more severe injury. Such com- 
petition is not the expression of advancing productive proc- 
esses. It is not entered on for the universal reduction of 
prices, but for their ultimate maintenance or advancement. 
It is a competition that is instituted for injury, and takes 
effect in monopoly. It is, therefore, in its inception and 
completion to be repudiated by civil, economic, and social 
law. 

Much of the unjust distribution of our times, which has 
brought disrepute to economics, and greatly threatens our 
general welfare, has arisen in connection with forms of 
competition which find no justification in any sound principle. 
It is high time that the delusive sanction of a word were 
withdrawn from them, and they were left to suffer the 
unqualified condemnation that properly belongs to them, 

A very different but almost equally faulty use of the word 
“competition” is found in connection with the underbid- 
ding of workmen for employment. This is thought not only 
to be an example of true economic competition, but one that 
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must be maintained if we are to have reasonable wages. 
The trade union, in its regulation of wages, has been regarded 
as a combination aiming at a monopoly price. This, in a few 
cases, it may be, but is not ordinarily and in its primary 
purpose. As the notion of economic competition has been 
used, on the one hand, to cover up unreasonable profits, so, 
on the other hand, it has been employed as a means of 
making wages so low as to greatly reduce productive power. 
The acceptance of labor at lower wages by one workman as 
compared with another is rarely a case of economic com- 
petition. It is more frequently the result of the tyranny of 
unfavorable social conditions. 

The workman who underbids his fellow does not do it 
because he is a better workman or can prosper by the lower 
wages: he is usually an inferior workman compared with the 
man whom he displaces, and in still more depressed circum- 
stances, It is his inferiority that leaves him without occupa- 
tion, and his poverty that forces him to accept it on any terms. 
The advantage he has over his companion is simply the 
induration incident to greater suffering. His underbidding, 
though it may seem to be immediately advantageous to him- 
self and to the community, is not so ultimately. The workman 
underbidden is compelled to fall back one degree in wages. 
This reduction is likely soon to restore him work at the ex- 
pense of his competitor. The relative position being thus 
regained at a lower level of prosperity, a second operation of 
the same order is likely to recur on the occasion of any new 
pressure. This form of competition simply gives the poorer 
workman the power and the temptation to undermine the 
class to which he belongs. It is the triumph of inferior thrift 
over superior thrift, inferior productive power over superior 
productive power, and that not for the permanent advantage 
of those who occasion it. It is decay at the bottom, not growth 
at the top, that is here called competition, and regarded as an 
economic law. 

As far as the community is concerned and its collective 
wealth is considered, the result is unfortunate. An im- 
mediate illusory advantage, oftentimes confined to the em- 
ployer, misleads the judgment. The general wealth cannot, for 











COMPETITION, ACTUAL AND THEORETICAL 641 


any considerable period, be promoted by that which depresses 
the agents of production. If such a thing were possible, it 
would effectually disprove all harmony in economic law, and 
convict the science itself of a felo de se. The entire field of 
production would be one of hopeless conflict, looking to the 
ultimate extinction of its chief agents. Indeed, it is because of 
a doctrine allied to this—that wages tend to sink to bare 
subsistence —that political economy has suffered so much 
dislike and ridicule. 

Wages cannot be put at the mercy of the most thriftless, 
and the community thrive by it. A competition that brings to 
the front unthrift, folly, and feebleness, is no law of production. 
The most productive agent must be most free in determining 
his own status. It is power that must give power, and that 
equally in the employee and employer. The primary contention 
for wages lies between these two, and is not to be overborne 
by a secondary strife between workmen themselves. Wages 
are to be settled by the facts of the case, and these lie between 
the employer and the employee. Here is where justice is to 
be found, and here is where it is to be sought. We are not 
to be deluded by a word, and to allow a spurious competition 
between workmen to settle the contention which lies at the 
basis of production. To this workmen must collectively address 
themselves, The army of industry is not to be disintegrated 
and broken up by its own contentions because we have chosen 
to call this intestine strife competition. 

The general wealth which economics contemplates is ulti- 
mately the aggregate of individual wealth, and individual 
wealth can only reach the highest amount by the widest 
diffusion. Part must play into part, prosperity confront 
prosperity, consumption run an even race with production, 
if the primary end of labor is to be reached. This means a 
competition that keeps the best productive agents in the 
foreground, and suits their reward to the energy they have 
shown in the general welfare. 

Competition, as an expression of productive power, lowers 
the price of commodities, improves their quality, and increases 
their adaptation to the wants of men. In doing this, it 
incidentally regulates the amount of production in any given 
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product, and puts the right man in the right place; that 
is, the place in which he can do the most for the general 
welfare and receive the most from it. This instinctive and 
sagacious enterprise, this wise, attentive, and universal thrust 
of thought in society, which is designated in economics as 
competition and is based on productive power, can certainly 
never be dispensed with. It is at once individual and col- 
lective vitality. All the more, because it is thus essential, 
do we need to distinguish it from those spurious and corrupt 
methods which now pervert the business world. 

A form of competition of which we have made no mention 
is that of the market, sellers dropping prices to dispose of 
stock that is sinking in value or buyers advancing prices 
as means of securing a needed supply. In both cases the 
action is simply a recognition of circumstances, and a making 
of the changes of price involved in them more immediate and 
decisive. The losses and the gains are only expressed in the 
underbidding and overbidding, not caused by them. They 
have nothing to do with the one lesson enforced, that we 
are confounding transactions utterly distinct, both commer- 
cially and ethically, by our use of words, and bringing con- 
fusion to the social problems we have in hand. 

Joun Bascom. 
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NOTES AND MEMORANDA. 


THE CANADIAN BANK AMENDMENT ACT 
OF 1900. 


At the last session of the Dominion Parliament, the Cana- 
dian Bank Act came up for the third decennial revision. Ex- 
perience with the legislation of 1890 (53 Victoria, chapter 
81), had not brought many defects to light, but it had 
suggested a number of improvements. Since the passing 
of that act the number of chartered banks of issue in the 
Dominion of Canada had fallen from thirty-nine to thirty- 
six. The importance of the system, the aggregate assets and 
liabilities of the banks, their turnover during the year, and 
the number and diversity of the places in which they were 
doing business, had greatly increased. The three banks which 
had fallen by the wayside were small concerns.* Each had 
been an example less of inadequacy in the Canadian system of 
regulation than of the punishment which irregular banking 
brings in its train. In no case did proof appear of funda- 
mental faults in the restrictions established to protect the pub- 
lic or in the organization and policy of the vast majority of 
the banks. But the charters of all were to expire on the Ist 
of July, 1901, and the time of continuing powers and reas- 
serting obligations presented the most convenient opportunity 
to make some changes in the law. 

Whatever the diversity in point of size, race affiliations of 

*The Commercial Bank of Manitoba had failed in 1893. It paid its depositors 
and noteholders in full. La Banque du Peuple, a company en commandite, and 
the only bank in Canada organized on that plan, was wound up in 1895. It also 
paid its noteholders in full; but the directors, who were under liability as unlim. 
ited as that of a copartnership, escaped by contributing $300,000, and under the 
terms of a compromise the depositors received 75} per cent. La Banque Ville 
Marie failed in 1899. Here also the noteholders were paid in full, but the other 
creditors have small chance of any considerable dividend. The bank has been 
described by one in a position to know as “a swindle from start to finish.”” The 


general manager and the cashier are already in the penitentiary, and another 
officer is under suspended sentence. 
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officers, scene of activity and number of branches of the 
Canadian banks, there is a dominant or characteristic type. 
This is the bank with a capital of one to twelve millions, and 
a dozen to fifty and more branches through which it reaches 
out to a variety of industries in different sections, though the 
business is guided and overseen from a head office in one of 
the chief cities. In the eye of the law the banks are all alike. 
For each there is the double liability of shareholders, the 
right to issue notes as a first lien against general assets, and 
the duty of redeeming its notes in stated cities of the Do- 
minion; for each the obligation to contribute to a five per 
cent. safety fund kept with the government, to make that fund 
good should the redemption of a failed bank’s notes impair it, 
and the privilege of establishing branch offices in any part of 
the country. If the small local bank started long since in 
some Nova Scotian town does not vary its ventures or widen 
its activity in the same way as its wealthier colleague of Mon- 
treal or Toronto, it is not because the right is lacking, but 
merely that inclination fails or means do not reach. From 
this very heterogeneity of type, however, in connection with 
the racial or local peculiarities of banking in which it arose, 
sprang the chief needs of reform. There had been cases of 
both small and large banks trying to sail too close to the wind. 
One, and possibly more, of the newer banks had displayed a 
willingness to cultivate business by complaisance as to risks. 
In other cases, race prejudice had been used as a shield for 
ill-considered or deliberately speculative banking or as a 
screen for purposed fraud. But so well in its broader aspects, 
and so nearly in those less important, had the Act of 1890 
stood the test that the new legislation was given the form of 
sundry amendments to the existing law rather than that of 
a thorough-going but superfluous revision. 

The chief purposes in view were of two sorts. On the one 
hand, it seemed worth while to better the means for enforcing 
the general observance of high standards of banking. To 
specify, it was desired to insure, first, the maintenance of ade- 
quate reserves; second, the prevention of excessive, untimely, 
or fraudulent issue of notes; third, the disinterested and right- 
eous management of suspended banks. There may be included 
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in this group, though as an innovation rather than a safe- 
guard, the general authorization and regulation of the merger 
of banks. The other group of reforms consisted of minor 
improvements of the Bank Act’s details. 

To accomplish the first three of these purposes, there was an 
instrument already at hand. The Canadian Bankers’ Associa- 
tion had been organized in*1892 with the intent to protect and 
advance, as chance might offer, the interests of the chartered 
banks. Its members proper were the various banks; its as- 
sociate members, bank officers and clerks. Members acted 
through their chief executives for the time being, An execu- 
tive council conducted the current affairs of the Association, 
and had pretty free rein in the matter of initiative. Its 
action, however, had always been subject to approval or veto 
by the whole Association at the meetings held once a year. 
This private organization was converted into a public corpora- 
tion by = special act of Parliament, and its objects and powers 
defined thus: “to promote generally the interests and effi- 
ciency of banks and bank officers and the education and train- 
ing of those contemplating employment in banks, and for such 
purposes, among other means, to arrange for lectures, discus- 
sions, competitive papers and examinations on commercial law 
and banking, and to acquire, publish, and carry on the Journal 
of the Canudian Bankers’ Association.” 

The Association was empowered to establish subsections in 
any part of Canada, to establish a clearing house for banks in 
any place of the Dominion, and to make rules and regulations 
for the operation of such establishments, this latter power 
being limited by the proviso that membership in the clearing 
houses should be voluntary, and all members should have 
equal voice in making the rules and regulations. It was 
further provided that no rule or the like affecting clearing 
houses should have effect until approved by the Dominion’s 
“ Treasury Board” (a committee of high officials in the Min- 
istry of Finance). 

The fulfilment of the objects and the exercise of the powers 
of the Association were left in the main, as theretofore, with 
the Executive Council, and were declared to be subject to 
such norms as the council might fix, Fourteen chief execu- 
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tives of banks and the president and vice-president of the 
Association were declared to be the Executive Council, five 
members to constitute a quorum. But resolutions, by-laws, 
and rules passed by the Executive Council were given force 
only until approved at an intervening special or the next 
annual meeting of the Association; and, failing that approval, 
were thereafter to be of no effect. 

For the full measure of the Association’s powers and duties 
it is necessary to consult two laws. Its other functions were 
set forth in the Bank Act Amendment Act of 1900. This meas- 
ure prescribed the Association’s procedure in case of suspen- 
sions. Suspensions, it should be understood, are permitted 
under the Canadian laws, so long as the bank resumes within 
ninety days and does not stop payments for a greater period, 
consecutively or at intervals, within the twelvemonth, Ad- 
vantage is seldom taken of this concession, but twice or more 
within the decade the privilege has been abused. The new 
act forbade a bank during such suspension to issue notes in 
payment of deposits, and thus to create additional prior liens 
against its estate. What is of far greater weight, it provided 
a way to take the control of the venture from those who 
brought it into peril. Under such by-laws as it may adopt, 
the Association was authorized to appoint some competent 
person to supervise the affairs of a suspended bank. This 
person, called a curator, shall “assume supervision of the 
affairs of the bank, and all necessary arrangements for the 
payment of the notes of the bank issued for circulation then 
outstanding and in circulation shall be made under his super- 
vision ; and generally he shall have all powers and shall take 
all steps and do all things necessary or expedient to protect 
the rights and interests of the creditors and shareholders of 
the bank, and to conserve and ensure the proper disposition 
according to law of the assets of the bank, and for the purpose 
aforesaid he shall have full and free access to all books, ac- 
counts, documents, and papers of the bank; and the curator 
shall continue to supervise the affairs of the bank until he is 
removed from office, or until the bank resumes business, or 
until a liquidator is duly appointed to wind up the business of 
the bank.” The removal of the curator, his powers and duties, 
were also made subject to rules laid down by the Association. 
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The Association was further empowered at any meeting to 
make by-laws, rules, and regulations respecting “the super- 
vision of the making of the notes of the banks which are in- 
tended for circulation, and the delivery thereof to the banks; 
the inspection of the disposition made by the banks of such 
notes; the destruction of notes of the banks; and the imposi- 
tion of penalties for the breach or non-observance of any 
by-law, rule, or regulation made by virtue of this” grant. 

These privileges were safeguarded by requiring that no 
by-law or rule become effective unless approved by two-thirds 
of the banks represented in the meeting in which action may 
be taken upon it, or unless the banks so approving shall have 
at least two-thirds in par value of the paid up capital of the 
members thus represented. This would seem to protect both 
the big and the little banks. As a third precaution, the by- 
law must have the sanction of the Treasury Board, the 
Board having previously given to each bank not a member of 
the Association a chance of being heard with respect to the 
measure. The proposals of the Association for carrying out 
this system of regulation are to be submitted to the Treasury 
Board by the 1st of January, 1901. 

The fourth innovation, as to the consolidation of banks, is 
not an effort to reform, but merely a recognition of long-exist- 
ing tendencies. The history of the past twenty years has 
made it plain that, within limits, the large bank is the more 
efficient instrument. The small bank, even on its own ground, 
is sometimes under appreciable disadvantage in competition 
with its larger rivals, Attempts to establish new banks, on 
the other hand, usually meet with indifferent success, The 
older corporations are too keen to enter new territory or to 
cultivate new business to leave upstart institutions a good hold 
at the outset or much room for later growth. The require- 
ments as to new foundations, notwithstanding this, were left 
unchanged. But, in view of the known willingness of some of 
the smaller companies to retire from the contest in case their 
withdrawal were adequately requited, there was included in 
the Amendment Act a set of general provisions permitting 
and regulating the merger of banks, after agreement to that 
effect by the stockholders most concerned. The bargain here- 
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tofore cost the expense and delay of a special act of Parlia- 
ment. Hereafter it will need but a willing buyer, the con- 
sent of stockholders owning at least two-thirds of the sub- 
scribed capitalization of the selling bank and the sanction of 
the Governor in council. This part of the law ought mate- 
rially to help the owners of a merged concern in getting a 
proper return for what is frequently a most valuable asset,— 
their bank’s good will. 

Of the dozen and more changes of detail made in the Act 
of 1890, the prohibition of note issue during suspension has 
been noted already. Another of those which were not pri- 
marily amplifications or improvements of phrase was the sec- 
tion which, while safeguarding the privacy of personal ac- 
counts, imposed upon directors the duty to submit to share- 
holders in annual meeting such statements, in addition to the 
customary exhibit of assets and liabilities, as the proprietary 
by by-law might require. The rate of interest borne by the 
notes of a suspended bank from the day of its suspension to 
the date of payment was reduced from six to five per cent. 
It was provided that moneys expended from the Bank Circula- 
tion Redemption Fund for the redemption of its notes in 
excess of a failed bank’s contribution should bear interest at 
three per cent. until repaid from the insolvent’s estate. The 
term during which a bank may hold real property taken as 
security for debts was extended from seven to twelve years. 
In order better to accommodate the import trade, banks were 
permitted to take and to hold warehouse receipts and bills of 
lading as security for liabilities they might incur in behalf of 
persons to whom had been issued letters of credit. A yearly 
return of drafts and bills of exchange issued and outstanding 
for more than five years was required for submission to Parlia- 
ment and publication in due course. As a last change, the 
heads under which the banks make to the government a 
monthly statement of assets and liabilities were amended in 
some particulars, partly to simplify the return, partly to bring 
out more clearly the volume of business done at home and 
that carried or in the United Kingdom and the United States. 

Obviously, then, there are few salient features in the bank 
legislation of 1900 outside the amendments of the first group. 
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Mere framework of a regulative mechanism though it is, the 
device of incorporating the Bankers’ Association and giving 
it power to control clearing houses, to supervise the note 
issue and to dictate the management of suspended banks, domi- 
nates the whole structure. Not until the bankers have filled 
in the detail by the necessary rules and the scheme has been 
tested by operation, can the efficiency of the machinery be 
thoroughly judged. None of the by-laws has been published, 
and some are still to be worked out. But it is easy to foresee 
that the new clearing houses which the Association may es- 
tablish will not be many. It will be simpler to put those al- 
ready in the Dominion’s principal cities under Association 
rules. In these, it is likely, the bankers will find their most 
useful device to temper over-sanguine, imprudent, or wilful 
trespass against the spirit of the law, and to enforce the main- 
tenance of adequate reserves. The requirement that the re- 
quest of any bank for help should be laid before the clearing 
house by the member who received it would of itself have 
great effect. A manager who habitually ventured too far 
could no longer rely upon being quietly pulled out of an 
occasional plight by a loan from some friendly rival, obtained 
on necessitous borrower’s terms, The prospect of going 
before the clearing house, suffering searching inspection of 
his assets, and of receiving the help, perhaps, on no other 
terms than that his bank be wound up, would make the reck- 
less banker think twice of chances formerly taken without 
a care. In like manner the present fear that his bank’s 
transactions in circulating notes may be passed under review 
and the knowledge that other bankers have full right to satisfy 
themselves whether he bas acted within the law, must incline 
even an unscrupulous manager to observe the restrictions im- 
posed upon issue. The curatorship for suspended banks ought 
to work in much the same way. A disinterested man- 
agement of the expert sort, applied to a bank in trouble, is 
likely to benefit both creditors and holders of the institu- 
tion’s stock. If an honest management becomes the victim of 
an economic situation, its paths under the curator’s guidance 
should be no more rugged than before. For bankers of an- 
other stripe the inducement to take pickings prior to suspen- 
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sion will dwindle under a lack of chances for later illicit gains 
and the prospect that previous misdeeds will be quickly dis- 
covered and punishment speedily meted out. 

One and all, the regulative amendments make, or are meant 
to make, for stability and conservatism of banking, continuity 
of confidence, and’ the protection of the public from loss. 
Such ends, to be sure, appeal no less to ministries of finance 
than to soundly managed banks. How, then, was the gov- 
ernment brought to delegate a portion of its supervisory 
powers to the very corporations against which those powers 
xan? To say that the Ministry, feeling that existing official 
organs were incompetent and none could be created, had 
forced the new duties upon its unwilling creatures, would be 
wofully incorrect. The suggestion that the Ministry had 
consulted bankers, and after expert advice had drafted the 
bills brought down, would be true in a way, but would hardly 
put the episode in exact perspective. Nor is it necessary too 
strongly to emphasize the view that the law of 1900 is merely 
the development of a principle adopted in 1890,— the mutual 
guarantee of circulating notes. There is a safety fund, and 
the banks must keep it good. Here they are indeed sponsors 
for each other towards the public, though with respect to 
only one item of their debts, But the liability is limited. 
When the fund is impaired, no bank need contribute in any 
year more than one per cent. of its average circulation. Be- 
sides, the fund and the banks are so well protected by the 
notes being a first lien on a failed bank’s assets that, short of 
financial catastrophe, the risk is practically nothing. 

The truth is, the bankers of the Dominion wanted the enact- 
ment of these measures; and both Ministry and Parliament 
gave substantial acquiescence to the bankers’ desires. The 
early proposals for the reforms now enacted were drafted by 
the banks. To suppose that all the bankers were ardent parti- 
sans of the changes would be no less unsafe than to infer that 
the government was without views or that its wishes failed of 
expression in the measure as passed. Some of the bankers, in 
fact, were vehemently in favor of leaving the law much as it 
has been. It was merely that the preponderance of numbers, 
intellect, wealth, or power, was so great on the one side as to 
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give the appearance of a united front. Even then, no danger- 
ous extension of privileges was obtained. Each new function 
was carefully hedged about, and the exercise of every power 
exposed to ultimate check, by the veto reserved for the Treas- 
ury Board. 

After all, the bankers and the government met on more or 
less common ground. Both desired security and healthy 
growth of credit and trade,— the bankers, if for no other rea- 
son, because these conditions seemed best for stockholders’ 
profits; the government, because they conduced to the welfare 
of the folk. Both were seeking to promote such desiderata by 
bettering, as they might, the country’s institutions of credit. 
In so doing they have recognized a mutual responsibility of 
the banks far higher and broader than the duty of paying 
failed banks’ notes. And, as the formal acknowledgment of 
the principal is original, so are the means for its enforcement 
unique. Statutory supervision of a banking system is ordi- 
narily external; here, in part, at least, it is to be exercised from 
within, The Canadian banks have sought and received the 
right to discipline themselves, 

R. M. BreckEnRinGE. 
New York. 
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THE STOCK OF GOLD IN THE COUNTRY. 


The amount of gold in the country, as computed by the 
Treasury Department, is much in excess of the amount held 
by the Treasury and the banks; and therefore many persons 
believe the amount said to be in the country is excessive. 
But an analysis of the figures will show that the Treasury 
computation of the entire stock of gold is not at all im- 
probable. 

In the first place, the disparity between the visible supply 
and the entire quantity is not materially larger in the case of 
gold coin than in the case of legal tender notes. The last re- 
port of the Comptroller of the Currency gives the amount of 
the different sorts of money in national banks and in all other 
banks, so far as it could be ascertained, on June 30, 1899. 
The following table is compiled from this statement and the 
Treasury statement of the total amounts of the several sorts 
of money : — 





Gold coin. Legal tenders. 

Inthe Treasury ........2e6-. $153,522,596 $37,046,155 
Dn, 6 @ @ 4 #6 «8 wt 8 212,100,594 172,621,612 
Invisiblesupply ......+.+-+ ss 489,959,865 230,531,529 
ey + 6s 6 so 8 6 ee $855,583,055 $440,199,296 


Of the gold, nearly 18 per cent. was in the Treasury, and 
over 24 per cent. in the banks, the visible supply being 42.78 
per cent. of the total. Of the legal tenders, 8.42 per cent. was 
in the Treasury, 39.21 per cent. was in the banks, the visible 
supply being 47.63 per cent. of the whole. This last percent- 
age is somewhat too high. The state banks do not in all cases 
distinguish between legal tender notes and other money which 
state laws permit them to hold as reserves. If we could elimi- 
nate the other money, we should find that the percentages of 
legal tender notes and of gold coin in the visible supply were 
even nearer together. 
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If we eliminate the state banks, we find that the percent- 
ages of gold and of legal tenders in the Treasury and in the 
national banks are almost identical. Of all the gold alleged 
to be in the country, 34.03 per cent. is in the Treasury and 
the national banks; and, of all the legal tenders known to be 
in the country, 84.84 per cent. is in the Treasury and the na- 
tional banks. 

But paper money is in every one’s pocket and in every 
merchant’s till, and the invisible supply of paper is easily ac- 
counted for, while gold, it is objected, is little in circulation ; 
and the existence of nearly $500,000,000 of it which cannot be 
located is highly improbable. But it is not impossible, and a 
further examination will show that it is not very improbable. 
Gold is in much greater circulation than it was three or four 
years ago (the reason for which will be considered presently), 
and more so than can be accounted for by the increased sup- 
ply of gold. Whatever error there may be in the Treasury’s 
statement of the gold in the country, its calculation of the in- 
crease in three years cannot be far out of the way. From Jan- 
uary 1, 1896, to January 1, 1899, the amount of gold coin in 
the country increased $239,344,185, about 42 per cent. The 
amount of gold paid to the government for customs in New 
York in the fiscal year 1896 was insignificant: it was not much 
greater in the following year. In 1898 it was $22,023,744, and 
in 1899 it was $107,496,733. Lately the Treasury has been 
publishing a more interesting set of tables, giving the amount 
of each kind of money paid to the government at all the 
Treasury offices for all purposes. The amount of gold paid 
to the government in three fiscal years was as follows: — 


re SP ee Se ee OR ww $185,269,299 
eee 6h ee we et EOE HON OP 208,304,391 
RNS 6 ee. ~ Om He WW. OL we 899,780,020 


Evidently, the use of the several sorts of money depends on 
something besides the quantity of it in existence. The change 
that has occurred in the use of gold in transactions with the 
government is shown in the following table, which gives for 
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three years the percentage which each kind of money consti- 
tuted in the total payments to the government : — 


1897. 1898. 1899. 
i < che ieee wi» 6 © ¢ « + » 8.40 10.03 37.76 
Silvercoin . ...... ae a ee ay 3.32 4.10 3.00 
United States notes... ......-. 36.33 34.90 20.66 
Tressury notes... . 2... se ee o 9.00 7.81 5.40 
National bank-notes .....+.+4... 6.30 5.83 5.00 
Gold certificates . . . 2. 2. 1. es we wee 40 13 26 
Silver certificates . . . 1... 1. eee 36.10 37.04 27.75 
Te ee ee 15 16 17 
100 100 100 


It may be admitted that a good deal of this aggregate rep- 
resents book-keeping rather than the actual transfer of coin. 
But an increase of gold in customs payments at all ports, from 
$5,374,940 in 1897 to $134,851,752 in 1899, is an actual increase 
in gold coin handled; and, as the fictitious receipts and dis- 
bursements of gold at the New York sub-treasury are not 
peculiar to 1899, the significance of the ratio of increase is not 
abated by making a liberal allowance for transactions where 
gold payments were effected on the books rather than over the 
counter. 

It may be that most of us see no more gold than we did 
three or four years ago; but this only teaches us to be cautious 
in generalizing from our personal experience. Here is evi- 
dence of an enormous increase in the use of gold, whether we 
see it or not; and the increase is wholly out of proportion to 
the increase of the quantity in the country. If this is not a 
demonstration, it at least raises a strong presumption that 
there was a large sum of gold in the country in 1896,— very 
likely as much as the Treasury statement showed, although it 
was not circulating. It ought not to take long to recognize a 
reason why it did not circulate. 

In the Forum for August, 1899, Professor R. P. Falkner con- 
cludes that a large error in the Treasury statement is proved 
by reports of the various kinds of money deposited in the 
banks, national and other, on the settling day nearest to July 
1, 1896. The percentages of gold, silver, and paper which the 
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Treasury stated to be in the hands of the people, and the per- 
centages deposited in 5,530 banks on the date named, were as 


follows :— 


In the hands Deposited 
of the people. in bank. 
EE SE ae a er ae 24.6 8.3 
Ry ata ak a enc ew 8: ee 10.2 7.3 
Se ee se. we eS 65.2 84.4 
100 100 


It seems to Professor Falkner incredible that there should 
be so much gold in the hands of the people, when they de- 
posited so little. “If in the circulation of the country,” he 
says, “gold formed 25 per cent., it must appear strange that 
so little of it was paid to the government for customs dues. 
In the aggregate customs receipts for 1897, of $176,155,705, 
only $5,437,500, or a little more than 3 per cent., was received 
in gold.” Most of this was in San Francisco. The really 
singular thing is that he should have overlooked conditions in 
1896 that would have explained the fact, even if no customs 
dues whatever had been paid in gold. It has been shown 
above that three years later $134,851,752 of customs were 
paid in gold, and about $900,000,000 in gold was paid to the 
government on all accounts. He dismisses the suggestion of 
hoarding thus: “Sporadic cases of miserly hoarding of coin 
may indeed occur; but it will hardly be credited that the 
intelligent American people, ever keen to make a profit, have 
put away over one hundred million dollars of gold, relinquish- 
ing all hope of interest upon this capital.” But, if the theory 
of hoarding were true, it would not help the money difficulty , 
“for such hoarded gold cannot be considered a part of the 
monetary system. It would merely prove what I have con- 
tended ; viz., that the available gold basis of our monetary 
fabric is less than is currently believed.” Believing the 
Treasury to be in error, and unable to discover error in its 
method of computation, he concludes that a large amount of 
gold has been carried out of the country in the pockets of 
travellers and returning immigrants. 

This reasoning is as inconclusive as the suggested solution of 
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the problem is improbable. When letters of credit are in 
general use, and immigrants are entirely familiar with the 
postal money order system and with the fact that steamship 
companies sell one pound drafts, it is highly improbable that 
any large amount of gold goes out of the country in pockets. 
If gold were hoarded, it would not be lost to the monetary 
system]; for it was hoarded, not because we are a nation of 
misers,— and even the miser’s gold returns to circulation when 
he dies,— but because of temporary conditions so patent, so 
conspicuous, that it is hard to understand how they should be 
ignored. 

July 1, 1896, was about the worst date that could have been 
selected for estimating the amount of gold in the country by 
counting the number of gold dollars deposited in the banks. 
The Comptroller had no such purpose: he was merely con- 
tinuing the studies of his predecessors in the substitution of 
instruments of credit for cash. For that purpose the date he 
selected was as good as any. But, for Professor Falkner’s pur- 
pose, no date could have been worse. The country had not 
begun to recover from a panic which was caused by the 
apprehension that the government would have to pay its 
obligations in silver instead of gold. Four loans had been 
negotiated in two years and a half, to procure gold to enable 
the Treasury to redeem legal tender notes. In three years, 
from July 1, 1890, to July 1, 1893, the gold belonging to the 
government had been reduced $94,746,991. In the next three 
years, to July 1, 1896, the gold owned by the government 
increased only $6,214,191, although in the mean while the 
government had procured $293,481,895 in gold by means of 
loans, In four fiscal years, 1893 to 1896, the Treasury paid 
out $462,952,649 of gold in the redemption of its notes; yet 
the net export of gold, according to the Treasurer (the Bureau 
of Statistics makes the amount a little smaller), was only 
$203,608,503. What became of the difference, if the gold 
were not hoarded? It was notorious that in 1893 and at 
subsequent times during the period of danger of silver pay- 
ments there was a great increase in the demand for boxes in 
the safe deposit vaults. In 1891 the writer was told by a 
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manufacturer in a North-western state that he had been pay- 
ing out $10,000 in gold monthly to the operatives in his fac- 
tory. In the December previous the bank had objected to 
furnishing the gold, but did so when he insisted. In January 
it flatly refused to supply gold, and he paid in paper and 
silver. The Senate had on January 14 passed a free coinage 
bill, which was impending in December. 

On July 1, 1896, the conditions were pre-eminently favorable 
for the hoarding of gold. The country was on the eve of a 
Presidential campaign, in which it was quite certain that the 
Democratic party would promise the free coinage of silver, 
and the leaders of the Republican party were by no means 
united in support of the gold standard. The candidate for the 
Presidency had publicly denounced the attitude of the Cleve- 
land administration towards silver ; and his principal rival in the 
convention, who had been regarded as distinctively the sound 
money candidate for the nomination, had been dallying with 
international bimetallism as a modus vivendi between the two 
wings of his party. It is not singular that the gold in the 
country was kept out of circulation. Some of the gold 
exported may have been hoarded; that is, it may have been 
sent to Europe as a speculation, to be sold for silver if the 
country went upon a silver basis and gold went to a premium. 
When the Democratic party elected President Cleveland in 
1884, one of the most distinguished and financially successful 
Democrats in the country bought a million dollars’ worth of 
London exchange as a speculation, anticipating that the victory 
of his own party would depreciate the currency and send gold 
toa premium. I have not the permission of the Democratic 
senator who told me of this transaction to mention the name 
of the buyer of the exchange, but his name and the name of 
my informant are the names of two of the most distinguished 
leaders of the Democratic party during the past quarter of a 
century. But, even if the gold exported went abroad for 
purely commercial reasons, the enormous excess of gold pay- 
ments by the Treasury in the redemption of notes over the net 
exports of gold, or any visible accumulations of gold, leave no 
doubt that gold was hoarded, as the political conditions of the 
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period leave no doubt that there was ample reason for hoard- 
ing it. There may have been a loss of interest; but there was 
@ prospect of a great prof: in the premium to which gold 
would have gone, had the government discharged its obliga- 
tions in silver. 

If we go back now to the various sorts of money deposited 
in banks on July 1, 1896, we find that the gold was $1,868,589 ; 
and, if we take the year at three hundred business days, this 
indicates a deposit of $560,000,000 of gold per annum. That 
is very near the mean amount of gold coin in the country 
during the fiscal year 1896, according to the Treasury state- 
ment. If $19,084,598 in currency was deposited in one day, 
$5,725,000,000 would be deposited in a year. The mean 
amount of currency in the country during the year was $1,- 
128,816,225. It would appear, then, that every dollar of gold 
was deposited once, and every dollar of currency was depos- 
ited five times. Of course, less money was deposited on July 
1 than on many other days; for that is very near the dullest 
season of the year. It is also true that nearly all the gold 
deposited on that day was deposited on the Pacific coast and 
in the mountain region. But, if currency circulates only five 
times faster than gold, the fact that it is not in the Treasury 
and the banks on a given date need not occasion surprise or 
lead to the searching of passengers’ pockets for the gold. If 
we disregard the money in the Treasury and consider only 
that in circulation, dividing by the amount of each the amount 
that would have been deposited in a year based upon the de- 
posits of July 1, we find that the coefficient of circulation is 
for gold coin 1.2, for silver coin 4.4, and for paper not quite 
5.9. If we think the Treasury statement of the amount of 
gold in the country is exaggerated, then we proportionately 
increase the coefficient of circulation. As a large amount of gold 
was disbursed in the fall of 1899 on account of the exhaustion 
of the supply of notes, we shall probably learn in due season 
that the amount of gold paid to the government in the fiscal 
year 1900 was much greater than the amount the year before. 

Under the very different conditions now prevailing it would 
be most interesting to have a statement of the amount of each 
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kind of money deposited in the bank on a given day. The 
result would be quite unlike that of four years ago, But even 
without such an enumeration it is clear that gold was hoarded 
four years ago on account of the danger of silver payments; 
and, that danger having passed, the gold has returned to circu- 


lation: 
Frep, Perry Powers. 


New YORK. 


Prorrssor THomas Nrxon Carver, of Oberlin College, has 
accepted an invitation to join the academic staff of Harvard 
University, and will begin service at that institution in the fall 
of the current year. Professor Carver will act also as asso- 
ciate editor of the Quarterly Journal of Heonomics. Profes- 
sor Carver’s contributions to economic theory in periodical 
literature have won wide recognition, and have established his 
reputation as an acute and independent thinker. He is as- 
sured a cordial welcome in his new duties, alike from his asso- 
ciates among American teachers of economics and from the 
wider constituency to which the Journal is addressed. 


Amone the publications of the quarter, we note two that 
will command at once the attention of students of economics. 
Professor John B. Clark, of Columbia University, has issued 
his long-promised volume on The Distribution of Wealth ; and 
Professor Gustav Schmoller of Berlin has published the first 
and major part of his Grundriss der allgemeinen Volkswirth- 
schaftslehre. There could hardly be greater divergence in the 
method of treating economic principles than appears in these 
two volumes, the one analyzing the phenomena of the mod- 
ern industrial world by abstract deductive reasoning, the other 
surveying the whole sweep of social and economic organization 
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from the historical point of view. Both will give rise to pro- 
longed and fruitful discussion, and both mark important steps 
. in the forward march of economic theory. 

Among announcements, we note a volume of essays in 
economics and economic history, partly reprinted from pe- 
riodicals and partly new, by Professor W. J. Ashley, in press 
with Messrs. Longmans; and a book on Trusts, by Professor 
J. W. Jenks, shortly to be issued by Phillips, McClure & Co., 
of New York. 


In an earlier number of the current volume of this Journal * 
it was noted that the Swiss legislature had passed in October, 
1899, an act for the compulsory insurance of workmen against 
sickness and accident. The referendum being called for on 
this measure, it was submitted to popular vote on May 20, 
1900, and was rejected by an overwhelming majority,— 339,000 
no votes against 147,000 yes. The act had been passed in the 
legislature by an almost unanimous vote, and its final rejection 
was expected by few. 

The objections urged in the discussion before the people 
were chiefly against the particular provision of this project, 
little being said against the principle involved; but they 
sufficed to procure its emphatic rejection. 


In the spring of this year the Bank of England has added 
to the fiduciary or uncovered issue of notes by its Depart- 
ment of Issue the largest single sum — no less than £975,000 
— which has been authorized since the passage of the act of 
1844, That act, it will be recalled, allows the bank to add to 
its uncovered issue an amount equal to two-thirds of the 
authorized notes of private or joint-stock banks whose right 
of issue for any reason may lapse. In recent years such lapses 
have been considerable, chiefly because of the repeated con- 


* For February, 1900. See p. 287. 
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solidations of English banking houses, under which the several 
consolidating banks are construed to withdraw from business 
as independent establishments and so to forfeit their right of 
issue. Several years’ accumulations of such withdrawals, 
under which £1,466,579 of private notes have been given up, 
have now led to the order of council of March 3, 1900, author- 
izing the new quota of £975,000 in the Bank of England’s 
uncovered issue. 

The additions to the Bank’s fiduciary issue from this 
source, since the passage of the act of 1844, have been: — 


Bk aie a ee a HK. ee £475,000 
Goel ae OA a 1k oe ay wr oe 175,000 
a ee ee eee ee ee 750,000 
ee ee ke ee ek we 975,000 
Total additions. . . . =. + + « « « 8,776,000 
Add the original limit . .... . . 14,000,000 


Making the present uncovered issue . . £17,775,000 
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Chiefly published or announced since May, 1900. 


An asterisk prefixed to a title indicates a second and more detailed notice of a book 
announced in a previous number. 


I. GENERAL WORKS, THEORY AND ITS HISTORY. 


Boreut (R. van der). Handel und 
ees. Leipzig: C. L. 
aes id. 1900. 8vo. pp. 570. 


17.50 

vol. 16 in the Hand- u. Lehr- 
buch der Staatswissenschaften, 
now . by M. v. Heckel. 


Part Begriff, ye 
Handele tande, Kredit, Kon- 
kurrenz. IL: Hand litik, 
innere und ussere, ff, 


Arten, > i. 
CuaRK (J. B.). The Distribution 
of Wealth. A Theory of Wages, 
Interest, and Profits. New York: 
Macmillan Co. 1900. 8vo. pp. 
473. Fernie im 
book, set- 


ch-expected 
whi orth . ‘natural law” under 
ch every agent of production 
ds to secure what that agent 
pm dl will long engage the at- 
tention of economists, and will in 
due time receive further notice in 


these columns. ] 
Costs (A.). L’expérience des peu- 
ples et les prévisions qu’elle au- 
torise. Deuxitme partie de la 
sociologie objective. Paris: Al- 
can. 1900. 10 fr. 
DuRcKHE™ (E., editor). L’année 
sociologique. Troisitme année, 
1898-1899. Paris: Alcan. 1900. 
8vo. 10 fr. 

[Contains articles by Ratzel on 
Land, Society, and the State; 
Richard on Social Crises and 
Criminality; Steinmetz on the 
Classification of Social Types. 
Several hundred pages of book- 


oe (Daniel). 


KLeMME (Dr. Max). 





notes follow, surveying the litera- 
ture of 1898-99. 


*Farrcuitp (G. J.). Rural Wealth 


and Welfare. Economic Princi- 
= illustrated and applied in 

‘arm Life. New York: Mac- 
millan Co. 1900. 12mo. pp. 
390. $1.25. 

[A popular exposition of gen- 
eral economic principles, with 
some information and instruction 
addressed specially to farmers. ] 
Lecons d’an- 

——— philosophique, ses 
applications & la morale positive. 
Paris: Schleicher. 1900. 8vo. 
pp. 336. 7.50 fr. 

[In Bibliothéque intern. des 
sci. sociol. ‘Proposes a new 
system of morals, and attempts a 
synthesis of all the anthropologi- 
cal and social sciences.’’] 

Jonges (E. D.). Economic Crises, 
New York: The Macmillan Co, 
1900. 12mo. pp. 251. $1.25. 

[In the Citizen’s Library; the 
author is assistant professor in the 
University of Wisconsin. 
eclectic survey of the subject at 
large, not affecting to offer a new 
theory. The chapters consider 
the Organization of Industry, the 
Problem of Capital, the age 
System, Legislation, wees ane 
Speculation, Psycholo; J 
Nie volks- 
wirthschaftlichen Anschauungen 
David Hume’s. Jena: G. Fischer. 
1900. 8vo. pp. 108. 2.50 m. 

[In Conrad’s Abhandlungen. A 
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conscientious summary, including 
comparison with Adam Smith, 
List, Carey.] 

MANTEUFFEL (Dr. C. v.). Das 
Sparen. Sein Wesen und seine 
volkswirthschaftliche Wirkung. 
Jena: G. Fischer. 1900. 8vo. 


3 m. 
ScHMOLLER (G.). Grundriss der 
aligemeinen Volkswirthschafts- 
lehre. Ersterer, grésserer Teil. 
Leipzig: Duncker & Humblot. 
1900. 8vo. pp. 492. 12m. 
-[Contents: Begriff; psycholo- 
sche und sittliche Grundlage; 
itteratur und Metode.— Land, 
Leute, Technik; gesellschaftliche 
Verfassung. Part 2, concluding 
the work, is to follow shortly.] 
WatrTerR (Dr. F.). Die Propheten 
in ihrem sozialen Beruf und das 
Wirthschaftsleben ihrer Zeit. Ein 
Beit: zur Geschichte der So- 
zialethik. Freiburg i. B.: Herder. 
1900. 8vo. pp. 304. 3.20 m. 


Il. SOCIAL QUESTIONS, 


AtTxinson (B.).Ruskin’s Social 
Experiment at Barmouth. Lon- 
= Clarke. 1900. 8vo. pp. 54. 


GAcHE (S.). Les logements ouvriers 
& Buenos-Ayres. Paris: G. Stein- 
heil. 1900. 8vo. pp. 190. 8 fr. 

[‘‘ Ow couronné au Con- 
cours d’hygiéne’’ held at the Na- 

. — Exposition of Buenos Ayres, 
1 


J 

Ging (C.). La co-opération. Con- 
férences de propagande. Paris: 
Larose. 1900. 8vo. 7 fr. 
HonEyMAN (J.)., and _ others. 
Working-elass Dwellings. Lon- 
don: P. S. King. 1900. 4to, 
illus. pp. 30. 2s. 6d. 

[Papers read before the Royal 
Institute of Architects, April 
1900, with the discussion thereon. | 

Kasurtro (Saito). La protection 
ouvriere au Japon. Paris: La- 
rose. 1900. 8vo. pp. 190. 6 fr. 

Lass (L.) and ZAHN fF). Einrich- 
tung und Wirkung der deutschen 
Arbeiterversicherung. Berlin: A. 
Asher & Co. 1900. 8vo. pp. 224, 

Charts. 4m. 
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In Periodicals. 


DURCKHEIM (E.). La sociologia ed 
il suo dominio scientifico. Riv. 
Ital. di Sociol, April. [Sociolo 
is to co-ordinate and control the 
theorems of the several social 
sciences. ] 

PaReETOo (V.). ‘Sunto di alcuni capi- 
toli di un nuovo trattato di eco- 
nomia pura, Giorn. degli Econ., 
June. [Concluded. On certain 
aspects of the theory of value; with 
mathematical appendix. ] 

Scumipt (G. H.). Rapports de 
léconomie politique - morale 
et le droit. Rev. d’Econ. Pol., 
April. [Discours prononcé a 
l'Université de Berne, 29 April, 


1899.] 

SmAxu (A. W.). The Scope of So- 
ciology. III. The Problems of 
Sociology. Amer. Journ. of So- 
ciol., May. 


LABOR AND CAPITAL. 


[An official commemorative ac- 

count, prepared for the Paris Ex- 

ition by the Imperial Insurance 
ureau. ] 

Luioyp (H. D.). A Country with- 
out Strikes: A Visit to the Com- 

ulsory Arbitration Court of New 

ealand. New York: Doubleday, 
Page & Co. 12mo. pp. 183. $1. ° 

[Eulogistic account of the statute 
and of its working. Mr. W. P. 
Reeves, some time minister of 
laber in New Zealand, contributes 
an introduction.] 

Rogeut (H.). Preussische Handwer- 
kerpolitik, vom allegemeinen 
Landrecht bis zur Gewerbeord- 
nung von 1845. Leipzig: Duncker 
& Humblot. 1900. 8vo. pp. 276. 
6.40 m. 

[In Schmoller’s Forschungen. 
The legislation of 1845 was a com- 
—_ establishing Gewerbefrei- 

eit, but with conditions. ] 

Rutten (Réy. Pere). Nos gréves 
houilltres et laction socialiste. 
Paris: Guillaumin. 8vo. 5 fr. 

SAINT-AUBERT (G. de). L’assur- 
ance contre l’invalidité et la 
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vieillesse en Allemagne. Paris: 

Larose. 1900. 8vo. 12 fr. 

Various. Houses for the Working 

Classes. a P. S. King. 
1900. 8vo. 48. 1s. 

[Papers ft before a National 
Conference in 1900, by C. Edwards 
and others; with a select bibliog- 
raphy by Sidney Webb. ] 

Virertn (F.). La co-operazione 
nella sociologia e nella legislazione. 
Milan: Hoepli. 1900. 8vo. pp. 
338. 1.501. 

[Co-operation examined in its 

various forms, including profit- 

sharing; conclud with a de- 
tailed account of Italian legislation 





affecting it.] 
WaALcEER (Dr. Karl). Der Schutz 
der Frauen u. Kinder Miss- 


handlungen. Auf Grund amerik. 
u. europ. Dey erdrtert. 
< & Berger. 
8yo. — “ 4m. 

Watpron. RovssEAv. Questions 
sociales. Paris: Fasquelle. 1900. 
18mo. pp. 390. 3.50 fr. 

ZWIEDENECK- SUDENHORST (0. v.). 
Lohnpolitik und Lohntheorie, mit 
bes. _Beriicksichti; des Mi- 
nimallohns. Leipzig: cker & 
Humblot. 1900. 8vo. 10m. 

[Announced.] 


In Periodicals. 


Frac (J.). Les institutions primi- 
tives. Les origines de la famille: 
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le levirat. Annales des Sci. Pol., 
May. 

FRANKENBERG (H. v.). Die Ver- 
sicherwu der landwirthschaft- 
lichen Arbeiter. Ann. des Deutsch. 
Reichs, 33, No.5 & 6. [The need 
and feasibility of extending com- 
eed insurance to agricultural 

borers. ] 

JOHN cay Die italienischen Ar- 
beiterkammern und deren Bedeu- 
tung fiir die nationale Produk- 
tivitat. Jahrb. f. Nat. Oek., 19, 
Heft 4. [Descriptive account of 
the aims and history of these or- 
ganizations. To be continued.] 

McPHERSON (J. B.). Voluntary 
Conciliation and Arbitration in 
Great Britain. Bulletin Dept. of 
Labor, May. [Arranged by indus- 
tries; the experience in the several 
trades being described, and the 
texts of agreements reproduced. ] 

MiscHurR (E.). Grundziige einer 
allgemeinen Arbeitsvermittelung 
in Oesterreich. Archiv f. Soz. 
Gesetzg., 15, Heft 3,4. [Current 
Austrian legislative ‘proposals de- 
scribed and advocated. 

TucKWELL (G. M.). The Govern- 
ment Factory Bill of 1900. Fort- 
nightly, June. 

WitLoversy (W. F.). Foreign 

Labor Laws. Bulletin Dept. of 
Labor, May. [Continued; Aus- 
tria in this instalment. ] 


III. SOCIALISM. 


BotTeeR (Hugo). Die Sozialdemo- 
kratie —— gr 9 an 
trag zur eutschen Agrarpolit: 
Lei : Diederichs. 1900. 8vo. 
p. 155. 2m. 

*BrassEur (A.). La question so- 
ciale. udes sur les bases du 
collectivisme. Paris: ois =m. 


1900. 8vo. 

(Contents: : Bjuality, Ind Tndtvidual- 
_ a the Family and 

Property; Marx, Lassalle, Malon; 
Co-operation and State Action; 
Collectivism historically. The 
conclusion is against col ectivism, 
looking to gradual social evo- 





lution in the direction of ‘‘sim- 
plicité et dématérialisation.’’] 
HynpMAN (F. H.). Time of Tran- 
sition, or Hope of Humanity. 
London: New Century Press. 
1900. 8vo. pp. 446. le 
MAISONABE (E.). La doctrine so- 
cialiste. Paris: R. Poussielgue. 
1900. 18mo. pp. 266. 2.50 fr. 
Prescu (H.). Der moderne Social- 
ismus. Freiburg i. B.: Herder. 
1900. 8vo. pp. 606. 4.60 m. 
[Dritter (Schluss) Theil of the 
book on Liberalismus, Social- 
ismus, und christliche Gesell- 
schaftsordnung, which has been 
















TB rT Seat 




















appearing in parts. The author is 
pg ae book gives the Cath- 
olic view of social problems. ] 
STEFFENS-FRAUWEILER (H. vV.). 
Der Agrarsocialismus in Belgien. 
Stuttgart: Cotta. 1900. 8vo. 
pp. 105. 2.40 m, 
[No. 36 in Miinchener Volksw. 
Studien.] 


In Periodicals. 
Lorenz (Max). Die Ethik im 
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Marxismus. Preus. Jahrb., Vol. 
100, Heft 83. [Das Marx’sche Sys- 
tem ist ein unorganisches Scher- 
bengemenge, das der Hegelianer, 
Feuerbachianer, und Materialist 
Karl Marx von iiberall her recht 
kunst- und verstindnisslos ausge- 


brochen hat. ] 
PARETO (V.).. Le péril socialiste. 
Journ. des Econ., May. [Chiefly 


condemning forms of cc, 
action deemed socialistic.] 


IV. LAND. 


CHLAPOWO-CHLAPOWSKI (A. v.). 
Die belgische Landwirthschaft im 
19. Jahrhundert. Stuttgart: Cotta. 


1900. 8vo. . 184. 4m. 
[No. 87 in Miinchener Volksw. 
Studien.] 
In Periodicals. 


PRINGSHEIM (0O.), Landwirthschaft- 
liche Manufactur und elektrische 
Landwirthschaft. Archiv f. Soz. 
Gesetzg., 15, Heft 3,4. [Great 


changes toward ‘‘ capitalism’’ ex- 
pected from the equipment of 
cultural machinery with elec- 
c power. ] 

VANDERVELDE (E.). Das Grund- 
eigentum in Belgien in dem Zeit- 
raum 1834-1899. Archiv f. Soz. 
Gesetzg., 15, Heft 3,4. [Concen- 
tration of ownership, divorce of 
laborer from the land, proceed 
apace: the Marxian laws thought 

to be thus exemplified.] 


Vv. POPULATION, EMIGRATION, AND COLONIES. 


Goupstzin (Dr. I.). Bevdélker- 
ungsprobleme und Berufsglieder- 
ung in Frankreich. Berlin: J. 
Guttentag. 1900. 8vo. pp. 223. 

Jonannis (A. J. de). A proposito 
del libro di E. Zola ‘* Fecondita.”’ 
Florence: tip. Frat. Bencini. 1900. 
12mo. pp. 87. 

[The editor of L’ Economista 
here reprints from that weekly 
articles on Zola’s novel, settin 
forth his own views on the Mal- 
thusian question. } 

Neumann (Dr. H.). Die unehe- 
lichen Kinder in Berlin. Jena: 

= Fischer. 1900. 8vo. pp. 84. 
m. 

Vienon (L.). L’exploitation de 
notre empire colonial. Paris: 
Hachette. 1900. 16mo,. 3.50 fr. 


In Periodicals. 


Anton (G. K.). Domanial- und 





Landpolitik des Kongostaates. 
Jahrb. f. Gesetzg., 24, Heft 2. 
[A pendant to this writer’s survey 
of recent Dutch policy in Java, 
in the last volume of the same 
journal.] 

Day (Clive). Experience of the 
Dutch with Tropical Labor. II. 
Abolition of the Culture System 
and Transition to Free Labor. 
Yale Rev., May. 

[Concluding instalment of an 
excellent pair of papers. ] 

Fuivux (A. W.). Internal Migration 
in England and Wales, 1881-1891. 
Econ. Journ., June. [A _ net 
movement of a million persons: 
most markedly out of rural dis- 
tricts and into suburban districts.] 

KamMMANN (Wilhelm). Das 
schlechtsverhiltniss der Ueber- 
lebenden in den Kinderjahren, eine 
selbststindige Massenkonstante. 
Jahrb. f. Nat. Oek., 19, Heft 3. 

















HAFTER (Dr. Ernst). Die schwei- 
zerische Eisenbahnrente. Ziirich: 
E. Rascher. 1900. 8vo. pp. 123. 
2.20 m. 

[Rechtlich u. wirthschaftlich 
dargestellt u. verglichen m. ver- 
wandten Institutionen anderer 
Lander. ] 

Lotz (Prof. W.). Verkehrsent- 
wickelung in Deutschland 1800- 
1900. Leipzig: Teubner. 1900. 
8vo. pp. 142. .90m 

[Six popular lectures, on rail- 
ways and waterways, freight and 
passen, , and economic 
Pitects] 

RENAULD (J. v.). Der bau 
und die Hiittenindustrie von O 
= 1884-1897. Stuttgart: 

1900. 8vo. pp. 428. 9m. 

y oe Volksw. Studien. 

iiber die 

chen Eisen- 


‘*Kine Untersuchi 
der staa 

he eaten tik und des Wasserver- 

kehrs.’? With charts and a map.] 

SABBATINI (L.). Per le nostre 

crs Milan: A. Vallardi. 


[Com: nm of Italy’s declining 
international trade since 1872 
with that of other countries, with 


ae Changes in the or- 
zation of export trade pro- 


posed as a remedy. ] 
Smmmons (W. E.). The Nicaragua 
Canal. New York: Harpers. 
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VI. TRANSPORTATION AND EXCHANGE. 


1900. 8vo. pp. 335. Illus. $1.25. 
[A brief Ty ctetton of Nica- 
and of the proposed canal, 
with illustrations; addressed to 
the general public, and with little 
attention to economic aspects. ] 
Suprino (Camillo). La navigazione 
dal punto di vista economico. 
Seconda edizione interamente 
rifatta. Turin: i tipogr. 
editr. 1900. 8vo. pp. 124. 3 
Published in oe Biblioteca 
dell’ Economista. An _ excellent 
account of the changes of the 
nineteenth century; the transi- 
tion from sail to steam; analysis 
ef economic aspects; concluding 
examination of navigation laws 
and shipping subsidies, in general 
unfavorable. The first edition 
was published in 1890 by the 
Rivista Marittima of Rome.] 


In Periodicals. 


McLean (Simon J.). Federal Reg- 
ulation of Railways in the United 
States. Econ. Journ., June. [A 
general summary of the workin 
of the Interstate Commerce Act. 

Newcoms (H. J.). Railway Prog- 
ress and Agricultural Develop- 
ment. Yale Rev., May. [Their 
close relation in the United States 
set forth; with many statistical 
tables. ] 


VII. INTERNATIONAL TRADE AND CUSTOMS LAWS. 


AUBERT (G.). A quoi tient |’in- 
fériorité du commerce francais? 


Comment y remédier. Paris: 
Flammarion. 1900. 16mo. pp. 
331. 3.50 fr. 

Bérarp (V.). L’Angleterre et 
Yimpérialisme. Paris: Colin. 
1900. 18mo. 4 fr. 

[Contains chapters on Free 


Trade and Protection, Panbritan- 

nism, Joseph ees 
LAVISON (A). 2 par 

les primes. Par Rousseau. 
1900. 8vo. pp. 344. 


On the French bounties to 
shipping, silk, flax, hemp, ex- 
ported sugar. ‘‘ Bounties are a 
remedy which may give good re- 
sults: happy the country which 
can dispense with them.” 

Lorz (Prof. W.). Der Schutz der 
deutschen Landwirtschaft und die 
Aufgaben der kiinftigen deutschen 
Handelspolitik. Berlin: L. Si- 
mion. 1900. 8vo. pp. 67. 2m. 

{In Vortriige u. Abhandlgn. hrs reg. 
v. der volkswirthschaftl. Gesel 
schaft in Berlin. ] 
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Scoayé (P. A.). Marine mar- 
chande. Primes et subventions. 
Paris: Fontemoing. 1900. 8vo. 
pp. 204. 3.50 fr. 


In Periodicals. 


Btreet (M.). Russisches Getreide. 
Jahrb. f. Gesetzg., 24, Heft 2. 
[The probable effect upon Ger- 
many of future competition in 
grain between America and Rus- 
_ <a the opening up of Si- 

ria. 
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Drenxt (Karl). Ueber die Frage der 
Einfiihrung beweglicher Getreide- 
zolle beim Ablauf der bestehenden 
Zélle. Jahrb. f. Nat. Oek., 19, 
Heft 3. Ye ome against the pro- 
posed sliding scale, on the strength 
of Great Britain’s experience in 
the first part of the century.] 

MULHALL (M. G.). Imports and 
— of Forty Years. Contemp., 

ay. 


VIII. MONEY, BANKING, CREDIT, AND PRICES. 


BmweE..t (W. H.). Annals of an 
East Anglian Bank: History of 
the Norwich and Norfolk Bank. 
Norwich: Goose. 1900. 4to. pp. 
400. Illus. 12s. 6d. 

Destoges (H.). Epargne et crédit 

pulaires a J’étranger et en 
ce. Paris: A. Rousseau. 
1899. Svo. pp. 358. 7.50 fr. 
[Examination of savings-banks 
and of co-operative credit socie- 
ties in various countries; conclud- 
ing that the French system of 
rigid State control is bad.] 

LaBRIOLA (A. F.). Discussioni 
teoretiche su alcuni punti della 
dottrina della monete. Rome: 
Loescher. 1900. 8vo. pp. 141. 
1.50 1. 

MACKENZIE (Malcolm). Social and 
Political amics, London: 
Lag & Norgate. 1900. 8vo. 


10s. 6d. 

[‘‘An Exposition of the Func- 
tion of Money as the Measure of 
Contract, Trade, and Government, 
viewed from the Principles of 
Natural Philosophy and Jurispru- 
dence, in Refutation of Economic 
Dogmas.’’] 


In Periodicals. 


Conrap (J.). Die Entwickelung 
des Preisniveaus in den letzten 
Dezennien und der deutsche Ge- 

treidebedarf in den letzten Jahren, 





Jahrb. f. Nat. Oek., 19, Heft 4. 
[Continued from volume 17. | 

DARLING (J. F.). The Currency 
of India. Journ. Inst. of Bankers, 
April. [History, eg posi- 
tion, proposed State Bank.] 

FowLER .). Banking Reserves. 
Journ. Inst. of Bankers, May. 
[Once more a discussion of slender 
cash reserves; but ‘‘ hard-and- 
fast rules’’ disapproved, and no 
remedy mentioned. ] 

Livy (R. G.). L’achévement de 
notre réforme monétaire. L’étalon 
d’or. Rev. Polit. et Parlem., 
March. [Proposing the unquali- 
fied gold standard for France and 
the Latin Union.] 

Mayo-SmitTH (R.). Money and 
Prices. Polit. Sci. Quarterly, 
June. [The quantity theory 
has no adequate title for a scien- 
tific explanation of the process of 
price-making.’’] 

OTTo-WARSCHAUER. Statistik und 
volkswirthschaftliche Bedeutung 
des Lombardgeschiftes, Finanz- 
Archiv, 17, Band 1. [Brief sum- 
mary as to the great banks of 
Europe. ] 

Sayous (A. E.). Les opérations en 

participation et les émissions de 

valeurs. La bourse moderne et sa 
loi d’airain. Rev. d’Econ. Pol., 

Mai. [This iron law is that the 

return for the investor (rentier) 

tends to a minimum. ] 








Buiocw (Jean de). Les finances de 
la Russie au XIX® sitcle. His- 
torique et statistique. Paris: 
G umin. 1899. vols. 8vo. 
PP: 2 267 and 317. 8 fr. 

A narrative and statistical ac- 
count of Russian finances main! 
= the present century, pref- 

* brief study of earlier 


gliteceive (Dr. D.). Die Ein- 
kommenbesteuerung nicht physi- 
scher (juristischer) Personen. 
Jena: G. Fischer. 1900. 8vo. 
pp. 191. 4m. 

[In Elster’s Staatsw. Studien. 
The situation in Germany ex- 
amined, with rd, among other 

men that of double taxation. ] 

= Il bilancio dello Stato 
= 1803 1896-97. Prime linee 
di una tuchiests sulla ripartizione 
territoriale delle entrate e delle 
— ubbliche in Italia. Naples: 

Co-op. tip. 1900. Folio. 
pp. on 600. 25 1. 

[Reprinted for the author from 

the Atti del R. Istituto d’ Inco- 

ento of Naples. An ela- 
borate investigation, with numer- 
ous charts and tables.] 

STEPHAN (F.). Die 25 ay 4 
Thiatigkeit der Re E 
Steuer- u. Wirthschaf Ener 
1876-1900). Berlin: Allgemeine 

er Agentur. 1900. 8vo. 
pp. 159. 2m. 

THIBAULT (F.). Les impéts directs 
sous le Bas-Empire romain. Paris: 
Fontemoing. 1900. 8vo. 4 fr. 

Vota (Riccarde dalla). La riforma 
delle tributi locali, a iis lege sl 
opera: La riforma delle 1 
tributi locali di C. A. Co 
5 gga frat. Bencini. 1800. 

wa 152. 

cles reprinted from L’ Eco- 


In Periodicals. 


Buttock (C. J.). The Origin, 
Purpose, and Effect of the Direct- 
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IX. FINANCE AND TAXATION. 





tax Clause of the Federal Consti- 

tution. Polit. Sci. Quarterly, 

June. [First article, discussing 

the proceedings in the constitu- 

tional convention. ] 

Ep@rewortsH (F. Y.). The Inci- 
dence of Urban Rates. Econ. 
Journ., June. [First part of a keen 
analysis, based on the late blue 
book on Taxation, and following 
its order of inquiry. J 

Fétpes (B.). Ueber Matrikular- 
und Quotenbeitrige, mit 
Riicksicht auf dem 6sterr.-un- 
garischen Quotenstreit. Finanz- 
Archiv, 17, Band 1. [‘ Zugleich 
ein Beitrag zum internat. Finanz- 
wesen und zur Messung des Volks- 
wohlstandes.’’ England and Ire- 
land; Swiss Cantons; Sweden and 
Norway; Germany; finally and in 
detail, Austro-Hungary.] 

HECKEL (Max v.). Die Veranlag- 
je der Einkommen- und Ergiinz- 

teuer in Preussen fiir 1898 
pn 1899, 1897-98 und 1899-1901. 
Jahrb. f. Nat. Oek., 19, Heft 5. 
[Continued from vol. 17; based on 
an official Denkschrift. } 

KAvuFMANN (R. v.). Einige Bemerk- 
ungen zu den preussischen Bud- 
ets seit 1880. nanz-Archiv, 17, 

and 1. [Payment of the public 
debt found to be inadequately pro- 
vided for in these budgets; the 
French situation more satisfactory 
in this regard. ] 

ScHANZ ei Studien zur Ge- 
schichte und Theorie der Erb- 
schaftssteuer. Finanz-Archiv, 17, 
Band 1. [I. Im Alterthum; II. 
Im Mittelalter; III. Nach Ausgang 
des Mittelalters (to circa 1700). 
To be continued. ] 

TuHrRAN (W.). Zur Entwickelung der 

‘Etats fiir die Verwaltung des 

deutschen Reichsheeres,’”’ mit be- 

sonderer Riicksicht auf die Etats- 
technik. Ann. des Deutsch. 

Reichs, 33, No. 6. [From 1653 to 

the present time. To be con- 

cluded. ] 
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X. HISTORY, BIOGRAPHY, AND DESCRIPTION. 


AsBAcH (Dr. J.). Deutschlands- 
selischaftliche u. wirthschaft- 
iche Entwickelung. Ein Grund- 
riss f. Lehrer u. Studirende. 
Berlin: Weidmann. 1900. 8vo. 
pp. 143. 2.80 m. 

BAKER (Ray Stannard). Our New 
Prosperity. New York: Double- 
day, Page & Co. 1900. 12mo. 
pp. 285. $1.25. 

[On the revival of activity in 
the United States, 1898-1900: a 
useful summary, though not rising 
much above newspaper level. ] 

Barp (E.). Les chinois chez eux. 
Paris: Colin. 1899. 12mo. pp. 
860. Illus. 4 fr. 

[The author, a merchant in 
China, describes more especially 
agriculture, finances, money, and 
other economic aspects. 

Bry (Georges). Histoire industrielle 
et économique de 1l’Angleterre 
depuis les origines jusqu’’ nos 
_ Paris: Larose. 1900. 
vo. 15 fr. 

Detss (E.). Etudes sociales et in- 
dustrielles sur la Belgique. Brus- 
sels: Lebéque; Paris: Guillaumin. 
1900. 8vo. pp. 328. Illus. 3.50 fr. 

A description of some of the 
principal industrial establish- 
ments of Belgium.] 

DENIKER (J.). Les races et les 
peuples de la terre. léments 
d’anthropologie et d’ethnographie. 
Paris: Schleicher. 1900. 12mo. 
12.50 fr. 

[The author is the well-known 
anthropologist. ] 

Eserstapt (R.). Der Ursprung 
des Zunftwesens und die ilteren 
Handwerkerverbiinde des Mittel- 
alters. Leipzig: Duncker & Hum- 
blot. 1900. 8vo. pp. 201. 5 m. 

[In Schmoller’s Forschungen. ] 

GaRNAULT (E.). Le commerce 
rochelais au XVIII° siecle. 


oe Challamel. 1900. 8vo. 
r. 

The fifth volume, covering 1763- 
1790, of a series that deals with 
the trade of La Rochelle.] 

H&.or (Jules). Le sucre de bette- 
rave en France de 1800 a 1900. 


Cambrai: impr. F. & P. Deligne. 
1900. 4to. pp. 220. Charts and 
illustr. 

[The author is secretary of the 
association of beet-sugar manu- 
facturers; the book an elaborate 
survey of the industry by an ex- 
pert, favoring the maintenance of 
the bounty system, but demanding 
reduction in the excise tax. ] 

JENKS (E.). A History of Politics 
(The Temple Primers). London: 
Dent; New York: Macmillan. 
1900. 8vo. pp. 174. 50 cts. 

[A most useful survey of the 
history of litical institutions, 
arranged under the three ‘‘ types ”’ 
of savage, patriarchal, and mod- 
ern (political) societies. ] 

Lreroy-BEAULIEU (Pierre). La ré- 
novation de |’Asie. Paris: Colin. 
1900. 18mo. pp. 507. 4 fr. 

[Personal observations of eco- 
nomic and political changes takin 
lace in Siberia, China, an 


apan. ] 

Luioyp (H. D.). Newest England: 
Impressions of a Democratic Trav- 
eller in New Zealand and Aus- 
tralia. New York: Doubleday & 


McClure. 12mo. Illustrated. 
$2.50. 
[Announced. ] 


LoHMANN (F.). Die staatliche 
Regelung der englischen Wollin- 
dustrie vom XV. bis zum XVIII. 
Jahrhundert. Leipzig: Duncker 
& Humblot. 1900. 8vo. pp. 100. 
2.60 m. 

In Schmoller’s Forschungen.] 

Lozk (Ed.). Les charbons britan- 
niques et leur épuisement. Paris: 
Béranger. 1900. 2 vols. 8vo. 
pp. 1200. 25 fr. 

[A work of much erudition, 
treating of what the author re- 
gards as the material basis of the 
power of Great Britain, its his- 
tory and its probable future. The 
conclusion is that ‘‘ between 1950 
and 1960 the exceptional advan- 
tages which the Britannic coal 
mines have created for the marine, 
for industry, and for commerce, 
will tend to disappear.’’] 
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Nostirz (Hansv.). Das Aufsteigen 
des terstandes in England. 
Ein Beitrag zur socialen Ge- 
schichte der Gegenwart. Jena: G. 
Fischer. 1900. 8vo. pp. 831. 18 m. 

Rugs (J.)} and BRYNMOR-JONES 
(D.). The Welsh People: Chap- 
ters on their Origin, History. 
Laws, Language, Literature, an 
Characteristics. With 2 maps. 
London and New York: Mac- 
millan. pp. '704. $4.50. 

[Consists partly of extracts from 
the Report of the Royal Commis- 
sion on Land in Wales, and partly 
of additional matter, and contains 
a chapter by Mr. Frederic Seebohm 
on the history of land tenure in 
Wales. ] 

SoMMERLAD (Priv.-Doz. Theo.). 
Die wirthschaftliche Thitigkeit 
der Kirche in Deutschland. ip- 
zig: J. J. Weber. 1900. 4to. pp. 


366. 20m. 
Dae I.: Naturalwirthschaft- 
liche Zeit bis auf Karl den 


Grossen. 

VESTRAETE (M.). Etudes indus- 
trielles russes. L’Oural. Paris: 
Hachette. 1899. S8vo. pp. 262. 

[A study by a member of the 
French consular service of the 
resources and industries of the 
Ural district.] 


In Periodicals. 


Ba.uop (C.). Deutschlands wirt- 
schaftliche Entwickelung seit 
1870. Jahrb. f. Gesetzg., 24, 
Heft 2 


BLONDEL (G.). Les transforma- 
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tions économiques de la Russie. 
Rev. d’Econ. Pol., April. [A re- 
view of Schulze-Gaevernitz’ Volks- 
wirthschaftliche Studien aus Russ- 
land. ] 

Ku.iscHer (Josef). Zur Entwick- 
elungsgeschichte des Kapital- 
zinses. Jahrb. f. Nat. Oek., 19 
Heft 4 and 5. [Continued and 
concluded from volume 18. Das 
mittelalterliche Handwerk und 
die Hausindustrie des 16-18 Jahr- 
hunderts. Interest in this period 
first found to flow into the hands 
of a ‘‘non-producing’”’ middle- 
man. ] 

ScHMOLLER (G.). Neuere deutsche 
Litteratur tiber die Hausindustrie. 
Jahrb. f. Gesetzg., 24, Heft 2. |A 
very brief but useful survey of re- 
cent publications. ] 

SwarinE (A.). Einige Bemerk- 
ungen iiberdes Wesen der Hausin- 
dustrie. Jahrb. f. Gesetzg., 24, 
Heft 2. [A criticism of Lief- 
mann’s recent book.] 

WEIDENFELD (K.). Die Organisa- 
tion des deutschen Getreidehan- 
dels und die Getreidepreisbildun 
im 19. Jahrhundert. Jahrb. f. 
Gesetzg., 24, Heft 2. 

ZIMMERMANN (Finanzrath Dr. 
F. W.). Gewerbe und Handel im 
deutschen Reich, nach der ge- 
werblichen Betriebszihlung vom 
14 Juni, 1895. Ann. des Deutsch. 
Reichs, 33, No. 7. 

UNSIGNED. Partition of the West- 
ern Pacific. Edinb. Rev., April. 
[A survey of recent international 
arrangements. ] 


XI. STATISTICS. 


France, DirEcTION DU TRAVAIL. 
Résultats statistiques du dénom- 
brement de 1896. Paris: Impr. 
Nationale. 1899. S8vo. pp. 481. 

[The results in detail of the cen- 
sus of 1896: with introductions 
and 18 charts. ] 

In Periodicals. 

HrrscHBere (E.). Die Aufgaben 
der am 1. Dezember 1900 bevorste- 
henden Volkszihlung. Jahrb. f. 
Gesetzg., 24, Heft 2. 


KoiuMann (P.). Die sociale Zu- 
sammensetzung der Bevélkerung 
im Deutschen Reiche. Jahrb. f. 
Gesetzg., 24, Heft 2. [Conclusion 
of a pair of articles based on the 
census of occupations of 1895.] 

Ricuter (0.). Die Grundlagen 
der Handelsstatistik einiger frem- 
der Staaten. Ann. des Deutsch. 
Reichs, 33, No. 7. [Description 
by an official, in the German Sta- 
tistical Bureau, of the collection 
of trade statistics in Austria. ] 





RECENT PUBLICATIONS UPON ECONOMICS 


571 


XII. REPRINTS, TRANSLATIONS, AND NEW EDITIONS. 


Ammon (0.). L’ordre social et ses 
bases naturelles. Esquisse d’une 
anthroposociologie. Paris: Fonte- 
moing. 1900. 8vo. pp. 543. 
10 fr. 

[The translator is H. Muffang.] 

BAMBERGER (Ludwig). Ausge- 
wihlte Reden und Aufsitze iiber 
Geld- und Bankwesen. Im Auf- 
trage des Vereins zum Schutz der 
deut. Goldwihrg. hrsg. v. Karl 
Helfferich. ; Berlin: Guttentag. 
1900. 8vo. pp. 159. 3m. 

[No. 1 in Schriften des Vereins 
zum Schutz der deutschen Gold- 
wihrung. | 

CuHaumMers (T.). Charity. Selec- 
tions of Pas s and Scenes to 
illustrate his Social Teaching and 
Practical Work. Arran; y N. 
Masterman. London: Constable. 
1900. 8vo. 7s. 6d. 

Gotownt (K.) Die finanzielle Po- 
litik Russlands u. die neue Gold- 
wiihrung. Berlin: A. Deubner. 


XIII. NOT 


ConynaTon (P.). The Organiza- 
tion and Management of a Busi- 
ness Corporation. Rochester, 
N.Y.: Lawyers’ Co-op. Publ. Co. 
8vo. $1.50. 

[A handbook for lawyers and 
business men, chiefly concerning 
laws of incorporation in New 
York, New Jersey, Delaware, and 
West Virginia. ] 

DECHESNE (L.). L’expansion éco- 
nomique de la Belgique. Brussels: 
Weissenbruch; aris: Larose. 
1900. 8vo. pp. 71. 1.50 fr. 

{Foreign investments, colonial 
policy, merchant marine, discussed 
as forms of expansion; concluding 
with hope for ‘‘le réveil de l’es- 
prit national.’’] 

GRINNELL (W. M.). The Regen- 
eration of the United States. A 
Forecast of its Industrial Evolu- 
tion. New York: Putnam’s. 
1900. 12mo. pp. 150. 75 cts. 


Kaizut (Dr. Jos.). 


HAMMESFAHR (F.). 


Kurmmsure (Rud. v.). 


LuBIN (David). 


1900. 8vo. pp. 117. Plate. 1.80 m. 
[Translated from the Russian. ] 

Finanzwissen- 
schaft. Vienna: Manz. 1900. 
8vo. pp. 213. 2.80 m. 

[Part I. only. Translated from 

the Bohemian by A. Kérner.] 

LIBERATORE (le Pére Matteo). 
Principes d’économie politique. 
Paris: Oudin. 1900. 12mo. pp. 
562. 3.50 fr. 

(Translated from the Italian by 
Paron Silvestre de Sacy. The 
first Italian edition was published 
in 1889.] 


SCHMOLLER (G.), Senrne (M.), and 


Waener (A.), editors. Handels- 
und Machtpolitik. Reden und 
Aufstiize. Stuttgart: Cotta. 1900. 
2 vols. 8vo. pp. 208, 246. 1, 
1,20 m. 

[Reprinted papers on the mooted 
question, by the editors and by 
others,— K. Lamprecht, R. Ehren- 
berg, E. Francke, E. Halle... .] 


CLASSIFIED. 


[A great foreign war is supposed 

to result in the loss of the new de- 
pendencies, the downfall of trusts 
and monopolies, and a regenera- 
tion, through a system of —— 
tion, whose outcome is a delight- 
ful social and economic system. ] 
Le commerce 
des grains et les marchés & terme 
en rapport avec les problémes 
sociaux. Paris: Guillaumin. 
1899. 18mo. pp. 115. 3 fr. 
Die Ent- 
wickelung des gewerblichen Un- 
terrichtswesens in Oesterreich. 
Tiibingen: J. C. B. Mohr. 1900. 
8vo. pp. 248. 7m. 

[In Wiener staatswissenschaft- 


liche Studien. ] 

Let there be Light. 
The story of a workingmen’s club; 
its search for the causes of poverty 
and social inequality, its discus- 
sions, andits plans for the amelio- 
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ration of existing evils. New 


York: G. P. Putnam’s Sons. 
1900. 12mo. pp. 256. $1.50. 
WaEntIG (Heinrich). _Gewerbliche 
Mittelstan litik. Lei $ 


e _rechtshistorische-wirth- 
schaftspolitische Studie auf Grund 
desterreichischer Quellen.] 


In Periodicals. 


CuaRK (J. B.). Trusts. Polit. Sci. 
ay SB 
ten competition 
tiveness” by legislation “ giving 
to every purchaser the benefit o 
the lowest prices.” 

Coun (Gustav). Ue die staats- 
wissenschaftliche Vorbildung zum 

héheren Verwaltungsdienste in 

Preussen. Archiv f. Eisenb., 

May, June. [Persons having a 

taste for sane = unable to 
give time to = ~d 

erblle Soaies aa late 
turned to work for chambers of 
commerce, corporations, and the 


like. 
GIFFEN (R. . Some Economic As- 
= e War. Econ. Journ., 
[On the effects (1) in South 
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- Africa, (2) in Great Britain, (3) on 

finances; the economic disturbance 

being on the whole not great in 

~~ portion to the resources of the 
ritish Empire.] 

JAn (W. C.). Die Grossbazare und 
Warenhiuser, ihre Berechti 
und ihre Besteuerung. Jahr’ 
Gesetzg., 24; Heft 2. 

Kersuaw (J. B. C.). Joint Stock 
Enterprise and our Manufacturing 
Industries. Fortnightly, June. 

Ma.ttsize (M.R.). Glasgow’s Mu- 
nicipal een Municipal Af- 
fairs, March. Ta survey of the 
entire experience since 1870, based 
pay on a visit to Glasgow in 


saan (G.). History of Public 
Franchises in New York City. 
Municipal Affairs, March. [An 
extended historical survey, cover- 
ing Ferries, Water, Gas, Street 
Railways, Rapid Transit. Also 
reprinted separately by the Re- 
form Club.] 
UnsieNED. The Reform of Com- 
y Law. Quarterly Rev., April. 
wees of recent reports of a 
Committee of the English House 
of Lords, and of a Departmental 
Committee of the Board of Trade.] 





APPENDIX. 


STATISTICS ON PIG IRON. 


TABLE I. 


PRODUCTION, IMPORTS, AND EXPORTS OF PIG IRON. 

Calendar Years. Productton. Imports. Exports. 
ea x: as 1,665,179 

a. « «eae 1,706,793 219,228 2,097 

Ms 5 «ited 2,548,713 264,256 1,829 

i: 5 «<a © 2,560,968 188,182 9,092 

=a 2,401,262 54,612 14,820 

oe 2,028,733 74,989 7,864 

er? 1,868,961 74,171 8,424 

* 2,066,594 59,697 6,918 

2,301,215 66,504 2,957 

2,741,858 304,171 1,158 

8,835,191 700,864 1,886 

4,144,254 465,031 6,207 

4,623,323 540,159 5,620 

4,595,510 $22,648 8,798 

4,097,868 184,269 8,870 

4,044,526 146,740 6,277 

5,683,329 361,768 8,919 

6,417,148 467,522 6,850 

6,489,738 197,237 14,489 

148,759 18,681 

134,955 16,471 

67,179 14,946 

70,125 15,427 

54,304 24,587 

15,582 24,482 

58,282 26,164 

56,272 62,071 

9,652,680 19,212 262,686 

11,773,984 25,152 258,057 

18,620,708 40,372 228,678 
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TABLE II. 


PRICES OF PIG IRON IN THE UNITED STATES AND IN 
GREAT BRITAIN. 


The prices here given are of grades fairly comparable, at the works 
in the United States (Pittsburg) and in Great Britain. The figures 
have been obtained chiefly from the publications of the American 
Tron and Steel Association, but have been supplemented by compari- 
son with the British Iron Trade Association Reports. The quota- 
tions are of average prices for the several years, hence to be used 
with caution, since great fluctuations may take place in the course 
of a single year (thus in 1880, 1890, 1899). But they suffice for the 
illustration and verification of the conclusions stated above on 
pages 475-485. 


AVERAGE ANNUAL PRICES OF CORRESPONDING GRADES OF 
BS ai Tron. 
bth La pig iron (70.2 pig tron at oe 
Pittsburg (f. 0. b.) 
(U.8.). (U.8.). (Great Britain), 
$35.80 
27.16 
23.67 
21.74 
20.60 
18.09 
22.15 
27.98 
22.94 
23.84 
19.04 
17.17 
15.27 
16.58 
19.02 
15.99 
15.87 
15.78 
14.06 
12.81 
11.77 
9.75 
10.94 
10.39 
9.03 
9.18 
16.72 
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RECENT PUBLICATIONS 


OF THE 


AMERICAN ECONOMIC ASSOCIATION 


NEW SERIES. 
No. 1. The Cotton Industry: An Essay in American Economic History. By 
M. B. HAMMOND, Ph.D. Price $1.50; cloth, $2.00. 
No.2. Report of the Committee on the Scope and Method of the Twelfth 
Census. (Includes elaborate critical discussions by over twenty statistical experts, 
containing some §00 pages.) rice in paper, $2.00; cloth, $2.50. 


THIRD SERIES, 1900. 

No. 1. Papers and Proceedings of the Twelfth Annual Meeting, held at Ithaca, 
December, 1899. [Among the papers, “Economic Theory and Morality,” by 
President A. T. HADLEY; “The Place of the Speculator,” by H. C. EMeEry; 
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HARVARD UNIVERSITY. 


COURSES IN HISTORY AND POLITICAL SCIENCE 
for 1900-1901. 


{The following are full courses running through the year, unless otherwise stated. 
Brackets indicate that the course is omitted in 1900-1901. Courses omitted in one year 
are usually given in the year following.] 


HISTORY. 


PRIMARILY FOR UNDERGRADUATES. 


Medizval and Modern European History (introductory course). Assistant Pro- 
fessor COOLIDGE. 


FOR GRADUATES AND UNDERGRADUATES. 


Political History of Greece to the Roman Conquest. Dr. BoTsrorp.] 

Political History of Rome to the Reign of Diocletian. Dr. Rorsrorp. 

The Medizval Church.—The Holy Roman Empire. Professor EMERTON.] 

History of the Early Church. Assistant Professor PLATNER. 

History of the Church since the Reformation. Assistant Professor PLATNER. 

The Era of the Reformation in Europe (1350-1563). Professor EMERTON. 

History of France to Francis I. Assistant Professor Gross. 

Constitutional History of England to the Sixteenth Century. Assistant Professor 
Gross. 

History of England during the Tudor and Stuart Periods. Professor CHANNING. 

English History since the Middle of the Eighteenth Century. Professor MACVANE. 

Continental History since the Peace of Utrecht. Professor MACVANE and Dr Fay. 

American History (to 1783). Professor CHANNING. 

Constitutional and Political History of the United States (1783-1865). Professor 
Hart. 

History of American Diplomacy. Professor Harr. | 

History of Northern and Eastern Europe (1453-1795). Assistant Professor CooL- 


IDGE.] 
The Eastern Question. Assistant Professor COOLIDGE. 


PRIMARILY FOR GRADUATES. 


Constitutional History of Athens. Dr. BotsForp. 
Constitutional History of the Roman Republic to the Social War. Dr. BorsForD.] 
The Sources and Literature of English Constitutional History. Assistant Professor 
Gross. 
The History of Christian Thought. Professor EMERTON. 
Historical Development of American Institutions. Professor CHANNING.] 
Principles of Foreign Policy in Europe. Halfcourse. Assistant Professor CooL- 
IDGE. 
History of Crime in England and America. Ha/fcourse. Professor BEALE. 
SEMINARY COURSES. 
(a) Church and State. Professor EMERTON. (Omitted in 1899-1900.) 
(6) English Institutions in the Middle Ages. Assistant Professor Gross. 
in 1899-1900.) 
(c) Recent Constitutional History. Professor MACVANE. 
(d) Recent Diplomatic History of Europe. Dr. CooLince. 
(e) American History and Institutions. Professors HART and CHANNING. 
(/) English Institutions of the Tudor and Stuart Periods. Professor CHANNING. 
(g) International La. Professor STROBEL. 
(4) Greek and Roman Institutions. Dr. Botsford. 


(Omitted 





